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The German Problem and Its Solution 


by John J. McCloy, U.S. High Commissioner for Germany * 


Our friendships here symbolize the links be- 
tween our two countries. Those links have been 
greatly strengthened by the war and the events 
since itsend. Those events have also demonstrated 
our vital concern in Europe. Together with our 
European neighbors, we have embarked through 
the Marshall Plan and the Atlantic pact on a joint 
program to provide for the common defense and 
promote the general economic welfare. 

In the occupation of Germany, we are engaged 
in still another part of this joint task. Tonight, 
I want to give you my thoughts on this German 
problem and its solution. 

When the fighting ended, we had hoped that the 
four Allies could work together in healing the deep 
wounds of tyranny and war. Instead, each year 
the Kremlin has sought to widen the gap between 
East and West. 

In Germany, the contest has taken dramatic 
form. The Soviets have constantly frustrated the 
determined efforts of the Western Allies to pre- 
serve 4-power unity. The Soviet rulers have ma- 
neuvered only to subjugate Germany into vas- 
salage. 

In this drive, the Soviets are again using in 
Germany the very methods the Nazis used such a 
short time ago—marching youth, mammoth meet- 
ings, appeals to militarism and the national front, 
violent abuse of opponents, and constant purges. 
Despite their solemn pledge to outlaw German 
militarism, they are training a German army in 
the Eastern zone under the guise of a police force. 

The Soviet campaign aims first of all at Berlin. 
The course of that campaign has been tortuous. 
First, they sacked the city, then they wooed it, next 
they sought to starve it. Now, talking of freedom, 
they threaten, with the help of their puppet re- 
gime, to force Berlin into submission by a new 
application of totalitarian methods. 


*An address delivered before the Pilgrims’ Society, 
London, Apr. 4, 1950, and released to the press on the 
same date. 


April 17, 1950 


Berlin—A Democratic Outpost 


The Soviet pressure to absorb Berlin and force 
us out is strong proof of the challenge of Western 
ideals. As an outpost behind the Iron Curtain, 
Berlin is a constant reminder to the satellite peo- 
ples of the possibility of a different way of life— 
a reminder which no amount of propaganda can 
erase, a reminder which the Soviets recognize as 
a standing threat to their coercive system. 

The Communists will not succeed in taking over 
the city of Berlin. The free men and women of 
the city will not permit it, and we will not permit 
it. The British, the French, and the Americans 
are fully determined and fully united. We shall 
stay in Berlin. 

ounteracting Soviet pressure is vital, but it 
does not solve the German problem. Now, what 
is our common policy inGermany? All of us want 
to prevent Germany from again becoming a men- 
ace. In seeking to attain this goal, we have been 
following two main roads. 


Policy in Germany 


First, to prohibit institutions and activities dan- 
gerous to peace. 

Second, to encourage a truly democratic society. 

On the first point, in the interest of security, our 
fixed policy has been to impose and maintain effec- 
tive controls against the revival of a German war 
machine. This we intend to do until the evidence 
convinces us that progressive forces have strongly 
established themselves in the political and eco- 
nomic life of Germany. In order to foster the 
growth of democratic practices and attitude, the 
German people and their elected governments have 
been granted substantial powers and responsibili- 
ties. But even so, we have retained important 
security controls, and, in the event of a real threat, 
we can resume all or part of the authority we have 
relinquished. 

Wisely administered, these various forms of 
control can serve as important safeguards of the 


587 








peace, and there is no gainsaying the fact that 
Germany still gives evidence of the need for re- 
strictions and controls. 

But restraints alone are not enough. Our 
greater hope must lie in constructive efforts to 
strengthen the progressive forces in German life. 
We do not aim to remake Germany in our own 
image, but we do seek to encourage Germans of 
good will to build a vigorous, democratic state. 

In its history, Germany has produced many 
creative figures. But for too long, the world has 
suffered from the destructive side of the German 
character. In justice to herself and the world, 
Germany must display to this and coming genera- 
tions the peaceful, creative side of her genius. 
This is the great challenge. Only the Germans 
can meet it, but we can do much to help them. 

In short, our German program seeks to achieve 
security by restricting the power to make war 
and by encouraging the growth of democracy. 
This twofold program is wise and necessary. 
Nevertheless, in my judgment, it is only half the 
remedy. The other half must be a united Europe 
of which Germany must be a part. 


Need for a United Europe 


The need for a united Europe is made more 
urgent by the threat from the East, but it would 
still be present even without that threat. The 
fact is, we cannot solve the German problem with- 
out fitting it into the larger context of a united 
Europe. Only within that context do I see the 
opportunity to direct the economic, political, and 
spiritual forces of Germany into healthy and 
peaceful channels. 

Time does not permit me to develop in detail 
the reasons which lead me to this conclusion. But 
I do wish to suggest some of the main considera- 
tions. First, let us look for a moment at the 
economic facts. These are critical: with only half 
the area of prewar Germany, the Federal Repub- 
lic has 70 percent of Germany’s prewar popula- 
tion, including over 9 million refugees from the 
East. I hope we shall be successful in our efforts 
to unite Germany but even with unity in order 
to support that population Germany must rely on 
industrial output even more heavily than she did 
before the war. 

Without the solution of these basic economic 
problems, democratic forces may not be able to 
retain power and exercise influence in Germany. 
It is essential then to build an economy strong 
enough to support its larger population. Yet this 
may require an economy strong enough to be a 
potential threat to the security of its neighbors. 
The dilemma must be solved. 

This, I am convinced, can be accomplished only 
by assimilating Germany into a broader European 
community. ‘Onl thus can Germany and Europe 
produce the goods and services necessary for a 
prosperous and secure future. 

These economic factors lead directly to the po- 
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litical. To insure the freer flow of trade and the 
development of European markets will require ef- 
fective political machinery. Moreover, centuries 
of European conflict demonstrate the need for an 
agency adequate to restrain nationalistic forces, 
To be specific, after two world wars, Germany’s 
neighbors today fear the rebuilding of a strong 
German economy unless some over-all rule of law 
protects them against its use for ruthless aggres- 
sion. 

There is a third aspect of the problem which 
may be the most important: the psychological or 
spiritual factor. Man seeks loyalties and ideals 
to which he can dedicate himself and which will 
give meaning to his daily life. In an earlier day, 
national states provided sufficient scope for this 
need. Today, this is no longer true. Certainly in 
Germany many young men and women feel that 
their lives are blocked by a dead end. The cause 
is not only the physical or economic condition of 
their country. The difficulty is rather that no goal 
or concept seems to inspire hope or to evoke dedica- 
tion. Without such a hope, without a wider hori- 
zon, they will become victims of the demagogue. 
But, with such a hope, they may create a free 
society. 

In short, the crucial need is for a genuine Euro- 
pean community. The demands of security, of 
economic, and of spiritual health, all call for the 
same solution. Events press us to this solution 
and by “events” I do not mean merely the East- 
West split, but the deeper moral, political, and 
economic forces that surge in Europe today. 


Prompt Action Necessary 


Many factors call for prompt action. Today, 
the West has the opportunity to unite for its own 
defense. Tomorrow may be too late. Today, Ger- 
many is still in a formative stage and, I believe, 
wants to join in a united Europe. Tomorrow, the 
situation in Germany and in other European coun- 
tries may have taken a turn which will make action 
more difficult. Today, the idea of 2 European 
community has a strong hold on the minds of the 
common people throughout the continent. To- 
morrow, if steps have not been taken to make this 
idea a reality, those hopes may be dashed and sup- 
port for the program may be dissipated. Today, 
the United States is firmly committed to help Eu- 
rope and has shown in many ways its interest in 
the development of a European community. To- 
morrow, if action has not been taken toward that 
goal, that interest may be succeeded by a sense 
of frustration. 

Finally, in the last 10 years, in war and peace, 
the leaders and peoples of Europe have been learn- 
ing to work together on many joint projects. 
These skills and attitudes can form the st base 
for the next step toward a real community. 

At the same time, every thoughtful person must 
recognize the tremendous obstacles in the path of 
European unity. No friend of Britain, aware of 
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her problems, would dare urge any step which 
might prejudice Britain’s existence or impair her 
position as a leader of nations. The United States, 
too, will have to do its share. So it is with full 
appreciation of the difficulties involved that I say 
no permanent solution of the German problem 
seems possible without an effective European 
union. 

Experience between the two wars and since 
teaches us that palliatives will not do. And there 
is good reason to believe the problem can be solved. 
The courage and energy so magnificently displayed 
in the war can be enlisted in the creative task of 
building a strong European community. The 
European tradition is a heritage which the world 
cannot afford to lose. That heritage can best be 
preserved by making Europe a vital outlet for the 
energies of its young men and women. 


A Two-Year Record of Recovery 


by Secretary Acheson * 


Two years ago the American people, acting 
through their Congress and the President, began 
a “heroic adventure” with the people of Europe. 
The phrase is not mine—it belongs to that valiant 
worker for peace, Senator Vandenberg. I know 
his heart is with General Marshall, Mr. Hoffman, 
his colleagues of the Senate and House, and the 
men and women of the Economic Cooperation Ad- 
ministration in this celebration of the second an- 
niversary of the program to which they have all 
made vital plead str sion 

Looking back, why did we begin this venture ? 
The war had left the people of Europe nearly 

rostrate. It would have been difficult, perhaps 
impossible, for them to rise by their own efforts, 
and we in America knew that a peaceful and hope- 
ful future could not be won for us or for them 
— Europe once more stood proudly on its own 
eet. 

We did not limit the scope of our offer of 
cooperation. 

The sufferings and the destruction left by the 
war were not confined to any one area. All over 
the continent people were longing to rebuild a 


useful and orderly existence after the long misery 


*An address delivered before officials and represent- 
atives of the European Recovery Program in Washington, 
D.C., Apr. 3, 1950, and released to the press on the same 
date. 


April 17, 1950 





This concept of a new Western Europe is our 
best hope for peace. It is a threat to no one. Its 
very existence will reduce the danger of armed 
conflict ; its rightful power will check the ruthless 
plans of ambitious men; and its democratic nature 
will preclude any aggressive action on its own 

art. 

. Three hundred years ago, a member of Brad- 
ford’s company wrote back to England after the 
first harsh winter in Plymouth colony. He was 
able to weigh those hardships against the spiritual 
goal of the Pilgrims. He wrote: “It is not with 
us as with other men whom small things can dis- 
courage, or small discontentments cause to wish 
themselves at home again.” We too must measure 
our difficulties in the light of our own purposes. 
If we carry in our hearts this spirit of the Pil- 
grims, we may also count as small the obstacles to 
our own high goals. 


and violence of the war. They wanted to restore 
their homes and farms and workshops. They 
wanted to plan for the futures of themselves and 
their families; they wanted to move toward a more 
promising day, toward a world in which peace 
might endure. 


The Recovery Blueprint 


We in America wanted this too. And so Gen- 
eral Marshall proposed that all European coun- 
tries should participate in a joint recovery 
program, to which each would contribute in the 
measure of its ability. In this way and with our 
aid, we hoped that the weak and war-wracked 
organism of Europe could regain strength and 
health. 

We were rebuffed by a small group of men who 
stood to profit from Europe’s misery and who 
have never viewed the United States with anything 
but envy and hostility. More important, the 
principle of international cooperation was scorned. 
As a result of an arbitrary and selfish attitude on 
the part of some, the program was limited to that 
half of Europe where men were at liberty to choose 
the path of cooperation. 

Within that half of Europe, the recovery plan 
has now operated for 2 years under the direction 
of the European countries, working with Mr. Hoff- 
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man and Mr. Harriman and the splendid team they 
have organized and led. This combination has 
been unbeatable. This has been the kind of a con- 
structive job that arouses the enthusiasm and spirit 
and devotion of free men. 


Production Mirrors Success 


Great progress has been made in Western Eu- 
rope. Over-all industrial production in 1949 was 
15 percent above the 1938 level. Coal production 
was 434 million metric tons in 1949—in 1948 it was 
398 million tons. Steel output in 1949 was 46 
million metric tons—one-sixth more than in 1948. 
The production of bread grains has risen by more 
than half in the period from 1947 to 1949. 

And these gains will continue, for the farmers 
and workers have more and better tools and ma- 
chines. In 1949 the average factory worker pro- 
duced 25 percent more than he did in 1947. 

It would be incomplete if I spoke of European 
recovery as though it mattered only to that one 
continent. Western Europe is one of the world’s 
great workshops and one of the world’s great mar- 
kets. The recovery which has been made there 
has extended its influence to many other coun- 
tries—to the countries of South America, to Af- 
rica, and to Southern Asia. It is greatly to the 
interest of all of us to have Western Europe strong 
and healthy. 

This illustrates what has been accomplished 
through the Marshall Plan. This is the exciting 
record of recovery. These statistics are alive with 
hope. 


Triumph of Cooperation 


The progress that has been made is a triumph 
of man’s ingenuity, of man’s will, of man’s con- 
fidence in the power of free institutions. It is not 
a triumph for any one nation, or for any one class, 
but a triumph of cooperation. 

We are proud of our contribution. We have 
supplied a great deal of assistance to this coopera- 
tive effort. But our contribution has been only 
the “something extra” that was needed. It has 
added the vital margin to the efforts and resources 
of the people of Europe themselves. 

When the European Recovery Program began, 
the Communists filled the air with dire predictions 
that the European countries could not cooperate 
in this way without its ending in their domination 
by the United States. The experience of the Euro- 
pean Recovery Program has shown how dishonest 
and insubstantial this propaganda was. No coun- 
try has lost anything but poverty; no country has 
gained domination, but all have gained in self- 
respect and have won a new confidence and a 
strengthened independence. Meanwhile, the peo- 
ples of Eastern Europe and China have learned 
that there is indeed a part of the world where the 
harvest of collaboration is a bitter fruit. 


590 





Looking to the Future 


Now, as we look forward, what facts do we 
want to call to mind? 

First of all, we must remind ourselves that the 
real test of stamina is how we do in the long middle 
stretch of the race. Here is where staying power 
has to come in to take over the initial enthusiasm. 
Eighteen countries are cooperating in the most 
exciting thing that is happening in the world. 

Second, the recovery of production—which was 
the first great object of the program—was difli- 
cult and arduous, but it was easier in many ways 
than the recovery of trade—the second great ob- 
ject of the program. To restore satisfactory levels 
of trade, the European countries have to overcome 
maladjustments arising from the economic effects 
of two great wars and difficulties stemming from 
political and economic conditions deeply rooted in 
their history. 

The revival of production was mainly a national 
problem, which required a great national effort 
and some outside assistance. The recovery of 
trade, however, is largely an international prob- 
lem, requiring a high degree of cooperative give 
and take and difficult, even painful, adjustments. 
We are aware that it is difficult for the governments 
of the participating countries, faced with large 
needs and inadequate reserves, to risk in practice 
what their own self-interest commends. 

We also recognize that trade is a two-way street, 
for us as well as for them, and that we bear a large 
responsibility for achieving a satisfactory balanc- 
ing of our trade with Europe and the world. We 
are vigorously addressing ourselves to this prob- 
lem, which is of vital interest to our farmers and 
workers and businessmen. Together with the par- 
ticipating countries, we have to lay solid founda- 
tions during the coming period for the future. 
We are going to have to continue to cooperate in 
many ways, to draw more closely together, to co- 
ordinate our economic policies, if we are to build a 
system that works. 

Finally, we must remind ourselves that the 
answer to the forces opposing recovery is the same 
which we—the United States and the participat- 
ing countries—gave in 1947, namely, to proceed 
confidently, seriously, deliberately to the construc- 
tive work at hand. Peace is what men make it and 
the only way to win it is to plug away at it. 

The European Recovery Program lights a path 
to a future to which men can look with confi- 
dence for peace and order in a system based on free- 
dom and justice. We in America continue to 
regret that the bright hope of progress along this 
path must be confined to half of Europe. We re- 
gret that it has not yet proved possible for all the 

eoples of Europe, to shake off the shackles of 
lisenans and violence and to join hands in the cre- 
ation of a better world. We regret, but we do not 
despair, for the fear of a few will yet succumb 
to the hope and the strength and the determination 
of the many. 
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The Future of Foreign Trade 


by Willard L. Thorp, Assistant Secretary for Economic Affairs * 


Any similarity between foreign trade before the 
war and during the postwar period is largely 
coincidental. At the end of the war, many for- 
eign countries found themselves with new import 
requirements. For example, Europe had to im- 
port from us many millions of tons of coal, and 
France and Germany imported wheat by the ship- 
load. We even sent rice to Japan. Sources of 
supply also were shifted ; for example, rubber was 
no longer an exclusive product of the tropics but 
could be manufactured in the United States in 
synthetic form, and huge oil reserves have been 
discovered and developed in the Middle East. 

The ability to make payment for imports by 
the various countries also changed tremendously. 
The United States greatly increased its capacity 
to produce and its position as a creditor nation 
while European countries found themselves with 
drastically reduced foreign investments, increased 
foreign obligations, and reduced productive ca- 
pacity. Such important factors in international 
economics as tourism and shipping faced the nec- 
essity of reconstruction from the war’s devasta- 
tion. 

There is another important change from the pre- 
war picture. Because of the pressing demand for 
imported goods and their limited ability to pay 
for them, many countries continued their war con- 
trols or established new ones over foreign trade 
and foreign exchange. Import and export licenses 
became as familiar as bills of lading. In fact, the 
over-all pattern of controls was much more exten- 
sive than prewar. Even those countries which 
emerged from the war in strong financial condi- 
tion, such as Sweden, Brazil, Mexico, and Canada, 
saw their reserves dwindle under the pressure of 
the demand for imported goods until they had to 
join the list of countries where import restrictions 
were necessary. 


1 Made before the Society of the Plastics Industry at 
Chicago, Ill., on Mar. 30, 1950, and released to the press on 
the same date. 


April 17, 1950 


Effects of a Continuing Financial Assistance 


Among all these changed circumstances, the 
most important postwar element has been the con- 
tinuing extraordinary financial assistance ex- 
tended to other countries by the United States. It 
was this which made possible the tremendous vol- 
ume of American exports so needed for postwar , 
relief and recovery. In 1947, the United States 
shipped abroad 14.4 billion dollars of commodities, 
an all-time peacetime record. In that year, the 
gap between our merchandise exports and our 
merchandise imports was 8.7 billion dollars, made 
up largely by American assistance plus the liquida- 
tion of certain assets which still remained in the 
possession of foreign countries. In 1948, our ex- 
ports dropped by about 2 billion dollars, imports 
increased, and the merchandise gap dropped to 
slightly over 5.4 billion dollars. In 1949, both 
exports and imports fell by about half a billion, 
and the merchandise dollar gap was cut to slightly 
below 5.3 billion dollars. As compared with 1947, 
American commodity exports in 1949 were down 
2.5 billion dollars, and commodity imports had 
increased by slightly less than 1.0 billion dollars. 


Developments in the Trade Pattern 


These annual figures for 1949 do not clearly 
disclose the more recent developments in the trade 
pattern. The decline in 1949 took place in the last 
half of the year, particularly in the record of ex- 
ports. Although no single month is a reliable 
indicator in foreign trade matters, our exports in 
January 1950 were the lowest since October 1946. 
Imports in January, on the other hand, have been 
exceeded in only 4 months since the end of the war. 

The actual movement of goods, recorded in the 
import and export statistics, is always the result 
of influences at work months before, when plans 
were made and orders placed. At least three nega- 
tive factors were at work in early 1949 which 
affected trade in the latter part of the year. First 
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was our own business recession, which, being 
largely an inventory adjustment, involved the 
nin ge es of purchases abroad as well as at 
nome. Second was the rapid weakening of the 
British financial position which led to their pro- 
gram to cut sterling-area dollar purchases by 25 
percent and to the devaluation of the pound 
sterling, followed rapidly by many other cur- 
rencies. Third was the recognition by several 
Latin American countries that they had overdrawn 
on their commercial credit and had to curtail im- 
ports until they could reduce their heavy backlog 
of short-term obligations. Of these elements, our 
recession is long since over, the British financial 
situation is greatly improved, and the backlogs are 
now being paid off. The devaluation remains, 
however, as an important element in affecting the 
1950 record. 

The determining factor in the volume of trade 
anywhere is the ability of the customers to buy. 
Our export trade clearly depends upon the ability 
of other countries to buy from us. The demands 
by foreign purchasers for our goods are so great 
that, even when substitute sources can be found 
for certain goods, they merely shift the use of 
their hard-currency purchasing power to other 
items. From a national point of view, there is no 
real discrimination against the dollar today al- 
though restrictions are placed against some Ameri- 
can goods in order to make possible the purchase 
of other American goods. The only competing 
use for dollars is the strengthening of financial 
reserves and few countries can afford this use, 
as yet. 


Obtaining Supply of Dollars 


If the supply of dollars in customers’ hands is 
so important, let us look at the way they are ob- 
tained. The largest source of dollars in the hands 
of foreign countries in 1949 was payments by 
American purchasers for foreign products. Im- 
ports have been slowly increasing year-by-year 
since the end of the war. Although there was a 
decline in mid-1949, the figures for the last 3 
months, November through January, were about 
equal to those in the same period 12 months be- 
fore, a decline in imports from Asia being offset 
by an increase from our southern neighbors. Since 
prices are lower, this means that the quantity of 
imports is actually higher than a year ago. 


THE MERCHANDISE TRADE 


Three fairly new factors are at work to increase 
our imports. First is the devaluation of curren- 
cies, which tended to cut foreign prices in terms 
of dollars. Second is the new and vigorous efforts 
which are now being made by foreign countries 
and foreign business men to understand and to sell 
in the American market. Third is the increasing 
recognition within the United States that we are 
now a great creditor nation and that that fact 
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has an important bearing on our trade policies, 
We cannot continue to sell our goods abroad, or 
receive a return on our investments and the credit 
obligations due us, unless foreign countries in 
some way or other can obtain the necessary hard 
currency to make these payments. 


THE NONMERCHANDISE TRADE 


But merchandise trade is not the only export 
we have, nor is it the only way in which dollars 
areearned. The preliminary figures for 1949 show 
that our creditor position required payments to us 
of over 1 billion dollars on foreign investments, 
a return on capital previously exported. This, 
then, was a burden upon the dollar supply abroad. 
On the other hand, with respect to the various 
invisible service items such as shipping, insurance, 
and tourism we bought more than we sold, giving 
foreign countries a net of slightly over 200 million 
dollars. Over 400 million dollars went abroad as 
gifts and immigrant remittances and over 1 billion 
dollars as net long-term capital investment. 


FOREIGN TRAVEL 


Looking ahead, it is possible that foreign-pur- 
chasing power can be increased by developments 
among these nonmerchandise items. Certainly, 
there is room for a great expansion in foreign 
travel, and there are tremendous possibilities for 
American investment abroad. But travel is de- 
pendent upon facilities, ships, planes, and hotels. 
And investment abroad faces special difficulties 
and hazards. The flow of private capital to other 
countries will not increase unless investors feel 
assured of a reasonable business opportunity and 
of fair treatment. 


GOVERNMENTAL ASSISTANCE 


Finally, we have been making the equivalent 
of dollars available to foreign countries through 
extraordinary governmental assistance—that is, 
by making goods available without requiring dol- 
lar payment from abroad. Recognizing the needs 
of the potswar situation, we have been financing a 
substantial part of our exports through federal 
appropriation. This element in our Etenee of 
payments has been at a level of 5 to 6 billion dol- 
lars a year but is clearly scheduled to decline. The 
ECA authorization which was proposed to Con- 
gress by the President was more than 1 billion 
dollars less than the appropriation of last year. 


Balancing Exports With Imports 


I have now outlined the elements in the problem. 
Disregarding the lesser items, our exports of goods 
and services stand on one side of the ledger. On 
the other side, are our imports of goods and serv- 
ices, our foreign investment, and our foreign 
assistance. The two sides of the ledger will always 
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balance. In the final analysis, if any one of these 
items changes, some other items must change as 
well. Our foreign international relationships are 
subject to double-entry bookkeeping. 

It is of great importance to us and to other 
countries as to the pattern which the new balance 
will eventually take. Neither we nor they are 
eager to maintain a substantial foreign assistance 
program in the form of unilateral grants. Most 
nations, like most individuals, prefer economic 
independence. But the decline in this element in 
the balance inevitably must be matched by an ad- 
justment elsewhere—in lower exports, larger im- 
ports, or greater foreign investment, or some of all 
three. Each of these items, in turn, has many 
other influences playing upon it. One important 
influence is the level of domestic business in the 
United States—a decline, for example, would not 
only reduce our purchases of foreign raw materials 
but, if history repeats itself, would stimulate the 
cry for protection against the import of manufac- 
tured products. Another influence from outside 
the trade field is the extent to which other countries 
will assure decent treatment of foreign investors 
through the medium of commercial and investment 
treaties. 

A drastic curtailment of exports by several bil- 
lion dollars a year could hurt many American 
industries and agricultural groups severely. It 
would slacken the rate of progress which other 
countries are making with raw materials and ma- 
chinery from the United States. Economic expan- 
sion is always better than contraction. 


Adjustments To Be Made 


But if we wish to avoid contraction, we must 
work hard at the problem. There clearly is some 
adjustment which will be made. This is not an 
imaginary problem. No one has invented it, and 
no one can make it disappear. It is part of the 
tremendous postwar adjustment required by a 
new set of basic economic conditions. 

In an economic system such as ours, we could not 
bring about any particular and exact adjustment, 
even if there were no foreign elements in the prob- 
lem. But we can greatly influence the form the 
adjustment will ta Our policies must be such 
as to help the achievement of the best relationship 
from all points of view among the various entries 
in the ledger. There is no single formula, nor any 
way of predicting what the future holds. But it 
seems to me that certain lines of approach should 
be evident—that we should endeavor as a nation 
to find ways and means of facilitating increased 
imports of both goods and services into this coun- 
try and to seek ways and means of facilitating 
increased foreign investment. 

There can be no doubt but that the problem 
would be further eased if trade about the world 
were not so limited by controls. But as long as 
trade is out of balance, the controls appear to be 
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necessary. This is a form of vicious circle. The 
goal toward which all nations must work is very 
clear—one where international transactions take 
place with as little arbitrary interference as possi- 
ble. This is the objective which underlies our 
foreign economic ae and is the heart of the 

rinciples in the charter of the International 
Kade Organization, now before Congress for rati- 
fication. Already, in recent months, our trade bal- 
ance in this hemisphere has reached a point where 
imports are slightly more than exports; while for 
Europe, Asia, and Africa, in each case our mer- 
chandise exports have exceeded our imports. The 
possibilities of multilateral trade are becoming 
increasingly apparent. 

These possibilities are, as yet, far from realiza- 
tion. Controls and restrictions have a tendency 
to perpetuate themselves. To win freedom for the 
trading world from this maze of restriction and 
red tape requires vigorous and sustained effort by 
the United States. If we, the foremost exponent 
of multilateral trade and private investment, fail 
to ratify the charter of the International Trade 
Organization and if we are unwilling to adjust our 
policies to the facts of our new position as a credi- 
tor nation, the chances of reestablishing a multi- 
lateral trading world will be dim indeed. | 

The economic progress made since the end of 
the war has been tremendous. The period of acute 
shortages has come to an end. Today’s interna- 
tional economic problems lie in the field of trade. 
That is why this problem of balance of payments 
is of crucial importance. We must not think of 
these problems in a narrow frame. The policies 
which will shape the future of our foreign trade 
must be considered not only in domestic but also 
in international terms. It is important that the 
essentials of the problem be understood by every- 
one. The way in which the problem is solved may 
work to tear down all we have accomplished, or it 
can add constructively to strengthening the free 
nations of the world. 


Japanese Officials To Study 
UNESCO in United States 


The Department of State announced on March 
21 that Iwao Nishimura, Chief of Liaison and 
Unesco Section of the Ministry of Education; 
Tatsua Fukai, Chief, Unesco Sub-Section, Liaison 
and Unesco Sub-Section, Minister’s Secretariat, 
Ministry of Education; and Kenichiro Yoshida, 
Chief International Cultural Section, Ministry of 
Foreign Affairs are recipients of grants-in-aid 
from the Department in cooperation with the De- 
partment of the Army and are visiting the United 
States for a period of 60 days for the purpose of 
studying activities organized in the interests of 


Unesco in this country. 
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Anniversary of Signing of North Atlantic Treaty 


Statement by Secretary Acheson 


[Released to the press April 4] 


It is appropriate today for Americans to con- 
sider seriously the responsibilities which rest on 
the United States as a member of the international 
community. It is appropriate because exactly 1 
year ago, on April 4, 1949, we joined with 11 
other North Atlantic nations in signing the North 
Atlantic Treaty. 

The objective of the North Atlantic Treaty is 
the promotion of peace in accord with the purpose 
and principles of the Charter of the United Na- 
tions. The Treaty seeks to prevent war by stop- 
ping it before it starts, by making it clear to any 
potential aggressor that war would not pay, and 
that the North Atlantic nations will not be divided 
and then swallowed piecemeal. This Treaty is not 
directed against any nation; it is directed solely 
against aggression. If any nation alleges that the 
Treaty is directed against it, then we must conclude 
that that nation harbors aggressive designs. . . . 
for the treaty provides for no military action 
except in the case of an attack against one of its 
members. 

Under the Treaty, we are helping and shall con- 
tinue to help the other North Atlantic nations in 
building our collective defensive strength. The 
Mutual Defense Assistance Act of 1949 was a first 
step in implementing the concept of common de- 
fense under the principle of self-help and mutual 
aid embodied in the North Atlantic Treaty. Mili- 
tary assistance under this legislation already is 
going to North Atlantic Treaty nations. It is 
anticipated that, shortly, the Congress will be 
asked for additional authorization to extend fur- 
ther military assistance. 

We must realize that our European friends in 
the Treaty are similarly contributing to the com- 
mon defense. They have made encouraging prog- 
ress toward economic recovery, but they still have 
a difficult task ahead and can build defensive 
strength only as fast as their economic and finan- 
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cial condition will allow. They must have our 
continued help. 

Much progress has been made under the North 
Atlantic ‘reaty since it was signed a year ago and 
ratified by all signatories a few months thereafter. 
The initial task was that of establishing an organ- 
ization. The major part of this organization was 
established and functioning by November of last 
year. The next step was to ) get on with the job of 
preparing plans for the common defense. Repre- 
sentatives of all the Treaty nations have ener- 
eo pursued this task, and much progress 

as been made in the very short time which has 
elapsed. A spirit of real cooperation has mani- 
fested itself, and common defense plans are becom- 
ing a reality. 

But the ’ ‘reaty nations must work toward even 
closer association in the North Atlantic commu- 
nity in order to help maintain international secu- 
rity and achieve a higher state of well-being. We 
must develop the Treaty to its full effectiveness 
as a positive influence for ae These efforts, 
combined with our efforts in ot eas, are a 
necessary supplement to our fuittlamen amenta¥ licy 
of full support of the United Nations e% 
to achieve international peace and s 

The fact that we signed the Tre F and that 
subsequently the Senate gave owenitaing con- 
sent to its ratification is evidence of the determina- 
tion of the American people to work for peace. 
We must realize the fortunate position which the 
United States enjoys today. We must realize that 
the continuation of our prosperity and well-being 
depends on like-minded nations being able to main- 
tain their freedom and democratic institutions. 
We must do our utmost to support their freedom 
and democratic institutions and to ensure that 
international peace and security are maintained. 
That is our responsibility to ourselves and our 
responsibility as a member of the international 
community. 
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Answers to Czechoslovak Protests Against Treatment 
of Citizens Landing in U.S. Zone of Germany 


[Released to the press April 6] 


The American Embassy in Praha received from 
the Czechoslovak Ministry of Foreign Affairs two 
notes dated March 30, 1950, with reference to the 
recent landing at Erding Field near Munich in 
the United States zone of Germany of three Czech- 
oslovak Airlines pianes with 85 persons aboard 
from Prochestevelie: In one of these notes, eight 
persons who allegedly planned the flight to Ger- 
many were charged with having committed on 
board the three planes the crimes of endangering 
the lives of members of the crew and passengers, 
unjustified limitation of personal freedom, don- 
gerous threatening, and violently kidnapping 
Czechoslovak citizens and carrying them over the 
frontier. The note requested the extradition to 
the Czechoslovak authorities of the eight indi- 
viduals named “as common criminals for penal 
prosecution.” 


U. S. NOTE TO CZECHOSLOVAKIA 


On April 6, the American Embassy transmitted 
to the Minwetey.of Foreign Affairs a note in re- 
sponse, the text of whichis given below: . 


@ Th reply we Embassy has the honor, under in- 
tructions ofits Government, to communicate the 
following: 


The Ministry will doubtless realize that no basis 
in law exists for making or complying with its 
request for extradition of the individuals named 
“as common criminals for penal prosecution.” 
The treaties now in force between the United 
States and Czechoslovak Governments cannot be 
considered applicable to the question of returning 
from the United States Zone of Germany any of 
those accused by the Czechoslovak Government. 
The principles of international law recognize no 
right to extradition in the absence of treaty. The 
United States authorities are, accordingly, under 
no obligation to surrender the persons requested. 
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It is clear that these individuals fled Czechoslo- 
vakia for political reasons by whatever means they 
could find to escape. It has never been the practice 
of the United States Government to take action 
which would have the effect of subjecting political 
offenders to criminal jurisdiction. The position of 
the United States Government on the extradition 
of political offenders was stated by Secretary of 
State Marcy in the Koszta case on September 26, 
1853 as follows: 


“To surrender political offenders . . . is not a 
duty; but, on the contrary, compliance with such 
a demand would be considered a dishonorable sub- 
serviency to a foreign power, and an act meriting 
the reprobation of mankind.” The United States 
Government, therefore, sees no reason to assist in 
the enforcement of Czechoslovak internal law by 
returning the accused in this case. 

As a matter of comity, the United States au- 
thorities endeavored, of course, to return to Czech- 
oslovakia, as promptly as all necessary arrange- 
ments could be completed, persons from the planes 
who expressed a desire to return. The United 
States ipccmeon will continue strictly to ob- 
serve such standards of international conduct. 
Comity, on the other hand, could not reasonably 
be construed to require the United States authori- 
ties to arrange for the return of those persons who 
were resolved to remain. In accordance with hu- 
manitarian principles, the latter have been given 
the right of political asylum. 





oo 


Following is the teat of a note dated April 6 
from the American Embassy at Praha to the Min- 
istry of Foreign Affairs in response to a note dated 
March 30 protesting against the interrogation and 
general treatment of certain Czechoslovak citizens 
who landed in the United States zone of Germany 
on March 24: 


The American Embassy presents its compli- 
ments to the Czechoslovak Ministry of Foreign 
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Affairs and has the honor to acknowledge receipt 
of the Ministry’s note dated March 30, 1950, pro- 
testing against the interrogation and general 
treatment of certain Czechoslovak citizens who 
landed in three Czechoslovak aircraft at the 
United States military airport in Germany on 
March 24 and demanding the Beg rw of the 
American officials concerned. The Ministry’s note 
has been forwarded to the appropriate United 
States military authorities in Germany for in- 
vestigation and comment, but, in the meantime, 
the Embassy has been instructed to transmit the 
following observations on the statements con- 
tained in the Ministry’s note in question. 

The Ministry complains that the Czechoslovak 
Consul General at Munich was advised of the 
arrival of three Czechoslovak planes only 36 hours 
after their illegal and unauthorized landing at 
Erding Military Airport and that a further 8 
hours elapsed before the Consul General was able 
to see the Czechoslovak citizens. The Embassy is 
pleased to receive this information and express 
the hope that this action will be used as a precedent 
by the Czechoslovak authorities in the future. To 
cite only three random but typical instances of the 
difficulties encountered by a en consular offi- 
cers in their attempts to see American citizens un- 
der detention in Czechoslovakia, reference is made 
to the Embassy’s note of October 7, 1949,1 and the 
Ministry’s reply of October 18, 1949, in regard 
to the American citizen Savel Kliachko, who was 
detained by the Czechoslovak security organs for 
5 days during which time he was not allowed to 
communicate with the Embassy nor was the Em- 
bassy informed of his detention; to the Embassy's 
constant efforts to interview two American sol- 
diers, Privates Hill and Jones, who entered 
Czechslovakia illegally on December 9, 1948, which 
efforts were not successful until April 5, 1949; and 
to the Embassy’s recent requests to be permitted 
to see two young Mormon missionaries who were 
seized and imprisoned by the Czechoslovak au- 
thorities on January 28 and held for over 4 weeks 
during which, prior to the moment of their ex- 
pulsion, all consular access was denied them. 

The Ministry also complains that the American 
authorities, without reason, refused to permit the 
travel from Munich to Czechoslovakia of certain 
of the Czechoslovak citizens who arrived on the 
three planes on a collective passport issued by the 
Czechoslovak Consul General. The Embassy is 
not aware of any principles or rules of interna- 
tional law which would permit a country unilat- 
erally to prescribe the type of travel documents 
which are acceptable for travel by its citizens in 
another country. 

The Ministry complains against the fact that 
the Czechoslovak citizens in question were interro- 
gated upon their arrival, basing this complaint 
upon the fact that certain of these Czechoslovak 


1 Not printed. 
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citizens had no intention of entering territory oc- 
cupied by the United States, nor of remaining 
there. The Embassy is unaware of any provisions 
of international law which would prohibit the 
appropriate authorities of a territory from inter- 
rogating citizens of another country entering that 
territory legally or illegally, voluntarily or invol- 
untarily. In the case in question, an illegal entry 
was involved, and the Rukoy fails to understand 
how the motives and circumstances of entry could 
have been determined except through interroga- 
tion. 

The Ministry makes certain complaints in re- 
gard to the manner and form in which the interro- 
gation was carried out: 

Exception is taken to the fact that the questions 
were asked by members of the CIC rather than 
“regular security organs of the American occupa- 
tion administration.” The Embassy is unaware of 
any provisions of international law which permit 
a nation to designate the organs of another country 
competent to interrogate citizens of the first coun- 
try illegally entering territory under the control 
of the second country. 

The Ministry complains that Mr. Karel Nejepin- 
sky refused to leave the Czechoslovak plane in 
which he was a passenger after it had landed at 
Erding, that he was forcibly removed from the 

lane and that in the course of this removal his 

and was hurt and his coat was torn. The Em- 
bassy regrets that this incident occurred but points 
out, subject to possible further comment upon 
receipt of information from American authorities 
in Germany, that the incident apparently resulted 
from the refusal of a Czechoslovak citizen to con- 
form to the instructions and regulations of the 
authorities in control of a United States military 
airport which he had illegally penetrated. The 
Embassy also notes that Mr. Nejepinsky was “re- 
leased from prison at the intervention of the Czech- 
oslovak Consul General” and expresses the hope 
that the responsive attitude of the United States 
authorities in Germany to the representations of 
the Consul General will be reciprocated by the 
Czechoslovak authorities in connection with sim- 
ilar representations which may be made to them 
by American consular officers in Czechoslovakia 
on behalf of American citizens in difficulties in this 
country. 

The Embassy will not fail to communicate with 
the Ministry in regard to this matter upon receipt 
of further instructions from its government. 

With reference to the Ministry’s note of March 
25, 1950, requesting the return of the three aircraft 
in question and clearance for the flight of an air- 
craft of the Czechoslovak airlines to Erding in 
order to transport the crews that will take over the 
three planes, the Embassy has been authorized to 
inform the Ministry that these planes will be re- 
leased in due course as soon as an investigation of 
all aspects of the case has been completed by the 
pertinent authorities. At such time as the planes 
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are released, the requested clearance will be 
granted, but the Embassy has been authorized to 
add that should the Czechoslovak Government for 
any reason not wish to send another aircraft and 
crews to Germany, the United States Air Force 
would be happy as a measure of friendly collabo- 
ration to provide, on request, crews and to deliver 
the planes to Praha. 

In as much as the Ministry’s note of March 30 
under acknowledgment was made public by the 
Czechoslovak authorities, the Embassy requests 
that they likewise publish the text of this reply. 


CZECHOSLOVAK NOTES TO U. S. 


The Ministry of Foreign Affairs has the honor 
to advise the Embassy of the United States of 
America of the following facts in connection with 
the flight of three Czechoslovak aircraft and with 
their landing on a United States military airport 
in Germany: 


The flight of three Czechoslovak airplanes car- 
rying out regular civilian transport on inner-state 
lines from Brno, Ostrava, and Bratislava to Praha 
was an action prepared beforehand by a terrorist 
group of marauders. This action of a flight across 
the state frontiers, which had been agreed to and 
prepared beforehand was carried out by commit- 
ting penal acts qualified as criminal by the exist- 
ing Czechoslovak laws as well as by the laws of all 
civilized states. 

Of the crew of the first of the mentioned planes 
Vit Angetter and Kamil Mraz, both former mem- 
bers of the British Air Force, forced the pilot with 
loaded revolvers to change the direction of the 
flight. When the pilot was reluctant to comply 
they violently removed him from his seat and tied 
him up. They did the same to the remaining two 
members of the crew. In this way they committed 
the penal act of endangering the lives of the mem- 
bers of the crew and of the passengers [Section 
335 of the Penal Code], the unjustified limitation 
of personal freedom [ Section 93 of the Penal Code] 
and of dangerous threatening [Section 99 of the 
Penal Code]. Moreover, they committed the act 
of violently kidnapping Czechoslovak citizens and 
carrying them over the frontier [Section 90 of the 
Penal Code] and this of the members of the crew 
as well as of the passengers with the exception of 
those few people, with whom they had been in 
agreement beforehand. All the above-mentioned 
therefore committed criminal acts according to 
existing Czechoslovak laws. 

As the place of crime was on board of a Czecho- 
slovak airplane, these crimes were committed on 
Czechoslovak sovereign territory. 

In both further cases the members of the group 
of marauders acted similarly and committed the 
same crimes. 

In the airplane on the route Ostrava-Praha the 
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members of the crew Captain Svetlik and the em- 
ployee of the Czechoslovak Airlines Viktor 
Popelka, both former members of the British 
Air Force, violently forced the pilot to change the 
direction of the flight. When the latter resolutely 
refused to comply, they tied him up and with the 
help of “robot” construction directed the flight 
toward the American occupation zone in Germany. 
They then tied up the remaining members of the 
crew, the mechanic and radio-telegraphist. In this 
way they committed penal acts qualified accord- 
ing to Czechoslovak law as penal acts of endanger- 
ing the lives of the crew and of the passengers 
| Section 335 of the Penal Code], and as unjustified 
limitation of personal freedom [Section 93 of the 
Penal Code] and as dangerous threatening [Sec- 
tion 99 of the Penal Code] and the penal act of 
violently kidnapping Czechoslovak citizens and of 
carrying them over the frontier [Section 90 of 
the Penal Code], and this of the members of the 
crew as well as of the passengers with the excep- 
tion of one person, who was in agreement with the 
aforementioned. 

In the third plane flying on the route Bratislava- 
Praha the members of the crew Captain Oldrich 
Dolezal, Borivoj Smid, Stanislav Sacha, and Jan 
Kralovansky, through their beforehand agreed- 
upon action, committed criminal acts, qualified ac- 
cording to existing Czechoslovak laws as the penal 
acts: of endangering the lives of the passengers 
[ Section 335 of the Penal Code] and of their vio- 
lent kidnapping [Section 90 of the Penal Code] 
with the exception of two of the passengers who 
had beforehand been in agreement with the perpe- 
trators of this action. 

Both these latter cases took place on board of 
Czechoslovak airplanes, therefore on Czechoslovak 
sovereign territory. 

The above-mentioned facts confirmed by ‘the 
victims of the kidnapping in their capacity of eye 
witnesses form the factual basis of penal acts quali- 
fied according to existing Czechoslovak laws as 
criminal acts. As these crimes were committed on 
board of Czechoslovak airplanes, representing 
Czechoslovak sovereign territory, the Ministry of 
Foreign Affairs requests the Embassy of the United 
States of America that: 


Vit Angetter, Kamil Mraz, Vladimir Svetlik, 
Viktor ya Oldrich Dolezal, Borivoj Smid, 
Stanislav Sacha and Jan Kralovansky 

be extradited to the Czechoslovak authorities as 
common criminals for penal prosecution. 


The Ministry of Foreign Affairs avails itself 
of this opportunity to renew to the Embassy of the 
United States of America the assurance of its con- 
sideration. 


Prana, March 30, 1950 


The Ministry of Foreign Affairs has the honor 
to advise the Embassy of the United States of 
America of the following facts concerning the 
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flight of three Czechoslovak aircraft and their 
landing on a United States military airport in 
Germany : 


The Ministry of Foreign Affairs mainly wishes 
to point out the attitude of the American occupa- 
tion authorities in Germany toward Czechoslovak 
citizens as well as toward the whole of this clear 
matter. 

The Ministry of Foreign Affairs further wishes 
to advise of the facts pertaining to the interro- 
gation of Czechoslovak citizens on the territory 
occupied by the United States in Germany and 
this as well as to its antilegal character and its 
whole manner and form. 

The Ministry of Foreign Affairs points out facts 
proving the absolute unwillingness of the Ameri- 
can authorities toward a rapid and smooth settle- 
ment of the whole matter: 


The Czechoslovak Consulate General in Munich 
was advised by the American occupation adminis- 
tration of the arrival of three Czechoslovak air- 

lanes carrying on board Czechoslovak citizens, 
ida ped against their knowledge and volition 
over Czechoslovak frontiers, only 36 hours after 
their having landed on the United States military 
airport at Erding. The Ministry further points 
out the intentional delays and obstructions which 
the Czechoslovak Consul General in Munich met 
with, this in the matter of contacting the kid- 
napped Czechoslovak citizens—he was only able 
to do so 8 hours after having been advised of 
their arrival—as well as in the negotiations con- 
cerning their return to the Czechoslovak Republic, 
when the American authorities without reason re- 
fused to give their permission for their return on 
a regular collective passport issued by the Czecho- 
slovak Consulate General, and while realizing that 
travelers on inner-state lines do not carry pass- 
ports, they were only willing to grant permission 
to leave on individual passports. 


The Ministry protests against this attitude and 
way of acting of the organs and authorities of the 
United States. 

The Ministry of Foreign Affairs further ex- 
presses its surprise and regret at the fact that the 
criminal agents of the attack and of the mass kid- 
napping, at their arrival, were not held by the 
American security organs as might have been 
expected in every civilized country, but that on 
the contrary they were given a friendly welcome 
and that they were treated much more favorably 
than the victims of their crimes. 

As far as the interrogation of the kidnapped 
Czechoslovak citizens is concerned, the Ministry 
of Foreign Affairs mentions the following facts 
concerning its antilegal character as well as its 
form and manner. 

No legal basis or presuppositions were given for 
the interrogation of Czechoslovak citizens, not 
even according to United States laws. The 
Czechoslovak citizens were brought into Germany 
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against their own volition and knowledge by the 
criminal action of a few individuals. They imme- 
diately declared that they wished to return home 
instantly. They therefore found themselves in 
this situation involuntarily and they had no in- 
tention of entering territory occupied by the 
United States of America, nor of remaining there. 
They therefore should not have had to undergo 
interrogation. The fact that they underwent in- 
terrogation represents an antile al act on the part 
of the American organs and authorities. 

As far as the manner and the form in which the 
interrogation was carried out are concerned, ag 
well as the manner in which the kidnapped Czecho- 
slovak citizens were treated, the Ministry of For- 
eign Affairs mentions the following facts: 


The interrogation was not carried out by regular 
security organs of the American Occupation Ad- 
ministration, but by members of the CIC. Dur- 
ing the interrogations they asked Czechoslovak 
citizens about circumstances that had no connec- 
tion whatsoever with their involuntary landing 
and presence on territory occupied by the United 
States of America. 

Karel Nejepinsky, Jan Reznicek, Leopold Thur- 
ner, and others were particularly asked about their 
employment in the Czechoslovak Republic, about 
the branch of their work, and the manner of its 
execution, about their political adherence, about 
military conditions in Czechoslovakia, about 
their superiors and about a whole lot of details 
concerning the activity of all those being interro- 
gated. They were asked whether they wished to 
remain in Germany as refugees and when they 
declared that they wished to return home, efforts 
were made to persuade them not to do so. 

When the Czechoslovak citizens proudly insisted 
in their initial attitude, the interrogators changed 
their manner and proceeded to use threats and 
other forms of pressure. They particularly exer- 
cised pressure on the members of the crews, who 
resolutely insisted on their return. At the begin- 
ning they promised them well-paid jobs, they were 
persuading them to stay, then they tried to intimi- 
date them and finally used threats should they 
wish to return. 

As far as the form of interrogation is concerned 
it is necessary to mention the case of Vaclav Kolar. 
He was interrogated in a manner which had lastly 
shown itself in the methods of interrogation of the 
infamous criminal Gestapo. During the interro- 
gation he had to stand with his arms raised and 
with his face toward the wall. The reason for this 
was that Vaclav Kolar had protested against the 
manner in which the American organs treated 
Czechoslovak citizens. 

In order to complete the picture, of how Czecho- 
slovak citizens were treated, it is necessary to point 
out that the luggage and personal documents of all 
Czechoslovak citizens wishing to return home were 
antilegally taken away from them and they had 
to undergo a personal examination. Their lug- 
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age and documents also were thoroughly exam- 
ined. These were returned to them in a disordered 
state in spite of many protests and after a lengthy 
procedure only shortly before their departure for 
Czechoslovakia on Tuesday morning, the 28th of 
this month. The investigating organs did not 
stop at violating rights concerning human free- 
dom, including the limitation of personal liberty. 

Two particularly marked cases are a proof of 
the violation of personal freedom and property. 
The Member of Parliament for the Czechoslovak 
Socialist Party, Antonin Fiala, had his parlia- 
mentary card taken away from him together with 
all his other documents. All the sheets were torn 
out of this card, and he was only returned the 
cover. The torn-out sheets were then returned 
to him torn up together with the other things 
which had been taken away from him. 

The second marked case is that of Karel Neje- 
pinsky. Nejepinsky refused to leave Czechoslovak 
sovereign territory—he did not wish to leave the 
Czechoslovak airplane. Although they had not 
the slightest reason for this action and mainly no 
right to do so, the American organs dragged him 
out of the airplane by violence. By being handled 
in this way he was wounded in the hand, and his 
coat was torn. In spite of the protests of his 
fellow travelers he was separated from them and 
antilegally and without reason deprived of his 
personal freedom and held in prison. During the 
interrogation which again was carried out with 
unheard of methods, he was forced to undergo a 
personal examination and all his effects were taken 
away from him. When he refused to reply as to 
his activity in Czechoslovakia, about his job, about 
the conditions of the enterprise in which he 
worked, he was threatened with being sent into a 
samp where there would be Germans who had 
been transferred from Czechoslovakia and with 
being put under the supervision of a German Com- 
mander who had purportedly also been transferred 
from Czechoslovakia. Then the German who was 
supposedly the commander of the — with which 
they threatened Nejepinsky was called into the 
interrogation, and in the presence of the American 
organs began to interrogate Nejepinsky as to his 
attitude toward the transfer of Germans from the 
Czechoslovak Republic. When Nejepinsky re- 
plied that he agreed with the transfer and this 
was carried out not only in accordance with but 
directly on the basis of the decisions taken by the 
three Great Powers at Potsdam, the interrogators 
started again to threaten him and he was taken to 
prison under armed guard. 

In prison the interrogations were repeated sev- 
eral times. He was only released from prison at 
the intervention of the Czechoslovak Consul Gen- 
eral, who personally went to the prison in question. 
His personal property was returned to him in a 


April 17, 1950 





disordered state at the same time when the prop- 
erty of the other Czechoslovak citizens was re- 
turned to them. 

The Ministry of Foreign Affairs protests most 
strongly—first against the antilegal act of the in- 
terrogation of Czechoslovak citizens, and particu- 
larly against its form and manner. The Ministr 
protests most strongly against the manner in which 
the occupation authorities and organs of the 
United States treated Czechoslovak citizens, in 
this way violating the most fundamental human 
rights. This form is in contradiction to and vio- 
lates the most fundamental rules of international 
law and is only a too actual reminder of the meth- 
ods of the Gestapo. 

The Ministry of Foreign Affairs further de- 
mands the punishment of those executive organs 
which committed the actions mentioned in the 
present note, who abused their position and office 
and in this way made use of the state of distress 
of Czechoslovak citizens. 

The Ministry of Foreign Affairs avails itself 
of this opportunity to renew to the Embassy of the 
United States of America the assurance of its 
consideration. 


Prana, March 30, 1950. 


Passports To Be Issued 
for Travel to Yugoslavia 
[Released to the press April 4] 


In view of the understanding reached with 
Yugoslavia which became effective on April 1, 
1950, clarifying the status of American citizens 
of Yugoslav origin who visit that country, the 
Department of State announced today that Ameri- 
can passports will now be freely issued for travel 
to Yugoslavia. 

Under the new agreement, which has been made 
with Yugoslavia, that country will readily grant 
exit permits to American citizens of Yugoslav ori- 
gin who are in possession of American passports 
bearing Yugoslav visas. Persons to whom Amer- 
ican passports are issued for travel to Yugoslavia 
should apply to a Yugoslav consul fora visa. This 
is particularly true of American citizens of Yugo- 
slav origin. This latter category should not un- 
dertake to travel to Yugoslavia with other than 
American documentation. If they are dual na- 
tionals, that is, persons who possess both American 
and Yugoslav nationality, they should not provide 
themselves with Yugoslav passports. 

The Department and American Foreign Service 
officers abroad are discontinuing the use of the 
restrictive stamp which had the effect of invalidat- 
ing the documents for travel in Yugoslavia. 
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Greece Urged To Increase Productive Capacity 


[Released to the press April 4] 


The following is the text of a note sent by Ambassador 
Henry F. Grady on March 31, 1950, to Prime Minister 
Sophocles Venizelos: 


Exce..ency : I feel obliged to bring to the atten- 
tion of yourself, the new Parliament, and the 
Greek people the fact that a critical period has 
been reached in the recovery of Greece. American 
aid was designed not only to help establish peace 
but to meet the basic needs of the people for food 
and clothing. It was intended also to create new 
productive enterprises which, by employing more 
fully the willing labor of the people and the nat- 
ural resources of the country, would improve the 
lot of the people and would render Greece inde- 
pendent of foreign aid in the future. 

The first two objectives, those of military se- 
curity and relief from distress, have been attained. 
The physical reconstruction stage of Greek recov- 
ery has proceeded well. But the effort to make 
Greece self-sustaining and independent of foreign 
aid, to develop a power program, to establish new 
industries, and to improve agriculture, has hardly 
begun. This results partly from the tragic guer- 
rilla war. But it should also be frankly recog- 
nized that an important reason for the delay has 
been a less than satisfactory performance by the 
Greek Government in its conduct of economic af- 
fairs. Only 27 months remain in which the Greek 
Government may take advantage of the Ameri- 
can aid made available through the Marshall 
Plan. This short time permits no further delay. 

It seems to me self-evident that the Greek people 
are most anxious to improve their economic posi- 
tion but that this can be accomplished only by 
increasing the productive capacity of the country. 

I believe that this desire for economic better- 
ment was a paramount consideration of the Greek 
people when, on March 5, they chose a new parlia- 
ment in free elections that won the respect of the 
entire democratic world. The American represen- 
tatives in Greece have scrupulously refrained from 
any attempt to influence either the outcome of the 
election or the formation of a new government 
based on this fresh mandate of the people. The 


600 


American people, however, are entitled to expect, 
and do expect, that any Greek Government which 
hopes to continue to receive the aid which they 
have generously offered will utilize this assistance 
to the fullest degree. In my opinion, only a stable 
and efficient government supported by the people 
and by Parliament will be able to act with the 
courage and the firmness of long-term policy 
which are essential to the wise use of the aid a 
fered by the American people. Irresponsible talk 
of adjourning Parliament or of new elections, be- 
fore the new Parliament had had an opportunity 
to rise to its responsibility, can only create a cli- 
mate of political and economic uncertainty which 
may do grave damage to the country’s future. 

The undertaking of a program of large-scale 
investment, which must necessarily be compressed 
into a short period of time, will present many prob- 
lems which can be solved only by a government 
which has a consistent policy and which is pre- 
pared to act with great courage. Temporary 
sacrifices must be made for the sake of future bene- 
fits. Many of these sacrifices will be unpopular 
with local minorities, especially if the people are 
not convinced that the sacrifices are being equally 
shared. If funds are to be available for financing 
an ambitious program of new electric power 
plants, new industries to provide employment, 
and the irrigation and improvement of the land, 
then rigorous economy in other government ex- 
penditures will be essential. 

It will be necessary to continue the planned re- 
duction of the armed forces, to curtail subsidies, 
and to make many other savings. I am confident 
that, if the issues are properly presented to the 
people, they will readily choose new opportunities 
for employment in preference to special privileges 
which can only od in continuing budget deficits. 
Nevertheless, these will not be easy decisions, and 
only a government which can secure and maintain 
public confidence by its boldness and by its devo- 
tion to the public interest can be expected to exe- 
cute the reconstruction stage of Greek recovery. 
We earnestly hope the Greek Government will meet 
this challenge. 
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The chief of the ECA mission to Greece and I are 
in complete accord that, pursuant to the obliga- 
tions imposed upon us by the Congress of the 
United States, we cannot conscientiously approve 
the commitment of American funds for contem- 
plated new projects until the Greek Government 
has made basic and binding decisions which will 
assure the success of the purposes for which the 
funds are intended. Foremost among these proj- 
ects are those which contemplate the construction 
of four new electric power plants which would 
more than double the present generation of elec- 
tricity in Greece and which would bring cheap 
electric power to many areas of Greece for the 
first time. The desirability of these new plants 
is beyond question. They are the keystone to the 
further industrial and agricultural development of 
Greece. 

When Mr. Porter was recently in Washington, 
he received the approval of ECA headquarters for 
the allotment of American aid necessary to their 
construction, subject to the judgment of the Amer- 
ican mission here as to the financial capacity of the 
Greek Government to embark on a program of this 
magnitude. The hard truth, however, is that, 
while the dollars and other foreign exchange 
needed for the electric power program are avail- 
able, the Greek Government, at the present time, 
does not have the drachmae to pay the local costs 
of construction. The drachmae which should be 
available for this purpose are presently required 
to meet the deficit in the government budget which 
results from excessive spending. 

Whether or not all or some of the contemplated 
power plants can be begun in time to take advan- 
tage of American aid is a matter that depends 
solely upon decisions to be made by the Greek 
Government and the Greek Parliament within the 
next few weeks. The decisions which need to be 
made are of two kinds. The first are those which 
relate to the adoption of an adequate financial plan 
which the government will follow. The second 
are those which should result in a wide and far- 
reaching improvement in government efliciency. 

An adequate financial plan should include meas- 
ures which will sharply curtail government spend- 
ing on current account, including the armed forces, 
in order to provide funds for capital investment. 
The financial plan should establish a ceiling on the 
debt which the Government may incur by borrow- 
ing from the Bank of Greece or by other means. 
No change in this debt ceiling should be possible 
without express authority of Parliament. Sub- 
sidies should be curtailed. Government enter- 
prises, such as the state-owned railways which 
are a drain on the budget, and the Agricultural 
Bank, which incurs a deficit in spite of excessive 
charges to farmers for fertilizer and for loans, 
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should be put on a self-supporting basis, while, at 
the same time, reducing costs to the users of their 
services. 

The tax system should be simplified and ration- 
alized, and taxes due should be fully collected, to 
the end that government revenues will be in- 
creased, the investment of private capital will be 
encouraged, and social justice will result from 
each citizen paying his fair share of taxes. A 
major improvement in government efficiency is 
essential to a proper administration of the aid 
which is offered. The improvement should include 
the establishment of a Cabinet with a minimum 
of government Ministries, a greater decentraliza- 
tion of responsibility to monarchs, and the enact- 
ment of a civil service code to replace the one 
recently declared invalid because it had not re- 
ceived parliamentary approval. 

In order to foster self-help and local initiative, 
it is advisable that elections of local officials, which 
have not taken place for 14 years, should be con- 
sidered for the very near future. To administer 
whatever electric power program that may be un- 
dertaken, a special agency should be established, 
independent of politics, and with a tenure for its 
officials long enough to cover the period of con- 
struction and initial operation. 

The foregoing measures, which we regard as 
essential to the successful fulfillment of a major 
capital investment program, should, it seems to 
me, be proposed by the Greek Government to the 
Parliament at the earliest possible date. The Par- 
liament, of course, may modify, enact, or reject all 
measures proposed to it, in accordance with what 
the deputies believe to be the will of the people. 
But we in the American missions regard parlia- 
mentary approval of major recovery measures to 
be essential not only as a validation of the demo- 
cratic process of government but as an assurance 
that the hard tasks of reconstruction have the 
willing support of the sovereign Greek people. 

It is in the hands of the Greek Government and 
the Greek Parliament to decide whether or not 
they wish to continue to receive American aid and, 
hence, to accept the responsibilities which will 
attain its purpose. It is the obligation and inten- 
tion of the American Government with regard to 
all Marshall aid countries to decide whether or 
not the performance of the recipient government, 
whether Greek or any other, justifies a continuance 
of the aid on the scale heretofore contemplated. 

I trust that this clear statement of the American 
concern in the Greek recovery will receive the 
earnest consideration of the Greek people and their 
representatives and that decisions to proceed 
boldly with an ambitious reconstruction effort will 
be taken quickly by the new Parliament. 

Accept Fant 
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U.S. Concerned Over Korea’s 
Mounting Inflation 


[Released to the press April 7] 


The following is the text of an aide-mémoire 
handed to the Korean Ambassador on April 3 by 
the Assistant Secretary-designate for Far Eastern 
Affairs. This text has already been made public 


by the Korean Government in Seoul: 


The Secretary of State wishes to take this op- 
portunity to express to His Excellency the Am- 
bassador of the Republic of Korea, prior to the 
latter’s return to Seoul, the deep concern of this 
Government over the mounting inflation in Korea. 
The Secretary of State wishes His Excellency to 
convey to the President of the Republic of Korea 
the view of this Government that the communica- 
tion of March 4, 1950, from the Korean Prime 
Minister to the Chief of the Economic Cooper- 
ation Mission in Korea, in which the view was 
expressed that there is no serious problem of in- 
flation in Korea, but rather a threat of deflation, in- 
dicates a lack of comprehension on the part of the 
Korean Government of the seriousness of the prob- 
lem and an unwillingness to take the drastic meas- 
ures required to curb the growing inflation. 

It is the judgment of this Government that the 
financial situation in Korea has already reached 
critical proportions and that, unless this progres- 
sive inflation is curbed in the none too distant fu- 
ture, it cannot but seriously impair Korea’s ability 
to utilize effectively the economic assistance pro- 
vided by the Economic Cooperation Administra- 
tion. ere expenditures have been vastly 
expanded by bank overdrafts without reference to 
limits set by an approved budget. Tax collec- 
tions have not been increased, aid goods have been 
underpriced, and governmental subsidies have been 
expanded. The dangerous practice of voluntary 
contributions has been used as an inefficient subst1- 
tute for a sound taxation system. These uneco- 
nomic practices have, in turn, served to expand the 
currency in circulation, unbalance the Korean na- 
tional budget, and cause a sharp rise in wholesale 
and retail prices, thereby strengthening the grow- 
ing forces of inflation. 

The Secretary of State must inform His Excel- 
lency that, unless the Korean Government is able 
to take satisfactory and effective measures to 
counter these inflationary forces, it will be neces- 
sary to reexamine, and perhaps to make adjust- 
ments in, the Economic Cooperation Administra- 
tion’s assistance program in Korea. 

The Secretary of State wishes to inform His Ex- 
cellency in this connection that the American Am- 
bassador in Seoul is being recalled for consultation 


* Not here printed. 
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within the next few days regarding the critical 
— arising out of the growing inflation in 
orea. 

Of equal concern to this Government, are the 
reported intentions of the Korean Government, as 
proposed by the President of the Republic of Korea 
in a message to the National Assembly on March 31, 
to postpone the general elections from the coming 
May until sometime in November. The Secretary 
of State wishes to draw to His Excellency’s atten- 
tion the fact that United States aid, both military 
and economic, to the Republic of Korea has been 
predicated upon the existence and growth of dem- 
ocratic institutions within the Republic. Free, 
popular elections, in accordance with the consti- 
tution and other basic laws of the Republic, are the 
foundation of those democratic institutions. The 
holding of the elections as scheduled and provided 
for by the basic laws of the Republic appears to this 
Government as equally urgent with the taking of 
necessary measures for the countering of the infla- 
tionary forces already discussed. 


President of Chile To Visit 
in the United States 


On March 17, 1950, the Department of State 
announced the program for the visit of Gabriel 
Gonzalez Videla, President of the Republic of 
Chile, who will arrive in Washington on April 12. 
The President will be accompanied by Sefora de 
Gonzalez Videla. 


Animal Husbandry Specialist 
To Visit Colombia 


Daniel H. Chavez of Albuquerque, New Mexico 
has been awarded a grant by the Department of 
State to serve as a visiting professor of animal 
husbandry at the School of Agriculture, Medellin, 
Colombia, for a year, beginnig in February 1950. 


K. G. Wakim, Physiologist 
To Visit in Syria 


Dr. K. G. Wakim, professor of physiology at the 
Mayo Foundation and Medical Research Consul- 
tant at the Mayo Clinic, Rochester, Minnesota, has 
been awarded a grant by the Department of State 
in cooperation with the Mayo Foundation and 
Clinic to serve as a visiting professor at the Na- 
tional University of Syria at Damascus. This is 
the first grant awarded to a visiting professor for 
an assignment in the Eastern Hemisphere under 
the exchange-of-persons program authorized by 
the Smith-Mundt Act. Dr. Wakim left New 
York on March 21 for Damascus where he will 
remain for approximately 3 months. 
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Foreign Assistance Act of 1950: 
A Major Blow for Peace 


Letter From the President to John Kee, Chairman 
of House Committee on Foreign Affairs 


March 25, 1950 


My pear Mr. CuatrMan: I understand that the 
House of Representatives will soon consider the 
Foreign Assistance Act of 1950. I believe the 
Congress of the United States has an opportunity 
to strike a major blow for peace on behalf of people 
everywhere by taking rapid and favorable action 
on this legislation. 

Approval of this measure will give renewed 
hope and vigor to people everywhere who are 
working to achieve their economic independence 
and maintain their political freedom. Passage of 
this act will strengthen all nations threatened with 
intimidation, subversion, or direct aggression. 

It is in the interest of each American that there 
be a far greater measure of well-being in other 
lands. Other countries must be able to produce 
and procure from us and each other those things 
which will enable their people to have the food, 
health, and housing necessary to maintain eco- 
nomic and political stability. 

Poverty, misery, and insecurity are the condi- 
tions on which communism thrives. Freedom- 
loving peoples can eliminate these conditions only 
by joining their knowledge and resources in a 
great cooperative effort. 

The Foreign Assistance Act will authorize con- 
tinued economic aid to the Marshall Plan countries 
in Europe and to the Republic of Korea to enable 
them, through their own efforts, to establish self- 
supporting economies. It will authorize aid 
where needed to those free countries in the general 
area of China whose survival is threatened by the 
imminent danger of Communist infiltration. 
This act will provide authority for a major effort 
to assist the peoples of Southeast Asia. 

It will provide for participation in the United 
Nations effort to solve the serious problem of the 
Palestine refugees. Satisfactory solution of this 
problem is fundamental to permanent peace in the 
Near East. 

The act will authorize the carrying forward of 
the vital program of technical and other assistance 
to underdeveloped countries which was the fourth 
point in my inaugural address. This will provide 
the peoples in underdeveloped areas of Asia, the 
Middle bast, and other parts of the world the hope 
and the tools they need to achieve and maintain 
real freedom for themselves. 

The program called for by this act is the mini- 
mum consistent with the interest of the United 
States and our efforts to achieve a peaceful world. 
Failure to enact it in its full amount would do 
irreparable damage. We cannot live isolated in 
relative wealth and abundance. We cannot ignore 
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the urgent problems of other peoples or threats to 
their independence. 

These measures are not acts of charity. Neither 
are they a waste of the resources of the United 
States. They are, indeed, the keystone of our pro- 
tection against the destruction of another war and 
against the terrible weapons of this atomic age. 
Our armed forces can aford us a measure of de- 
fense, but real security for our Nation and all the 
rest of mankind can come only from building the 
kind of world where men can live together in 

eace. 

The United States turned its back upon the rest 
of the world after the first world war. Some 
twenty years later, we found that we had to fight 
another world war. We cannot afford to follow 
that course again. We will save nothing if we 
ignore the needs of other nations now only to find 
that the result is World War III. 

Passage of this act will enable us in company 
with other nations to move a long step forward in 
our offensive for freedom and for peace. It will 
bring appreciably nearer the goal all freedom- 
loving peoples seek—a peace where all nations live 
in equality and mutual respect. It will be tangible 
evidence of our determination to achieve this kind 
of peace—evidence which will be understood by 
every nation in the world. 

Sincerely yours, 


Harry S. Truman 


Japanese Foreign Office 
Officials To Study U.S. Methods 


[Released to the press March 22] 


A group of six Japanese Foreign Office officials 
have recently arrived in the United States as the 
recipients of a grant-in-aid from the Department 
of State in cooperation with the Department of 
the Army for a stay of 21%4 months to study the 
organization of the Department of State, imple- 
mentation of the Foreign Service Act of 1947, 
formulation of American international trade poli- 
cies, management of international cultural rela- 
tions, consular affairs, relations between the De- 
partment of State and other governmental agen- 
cies and legislative branches, and activities of the 
United Nations. 

The group is composed of: Masato Fujisaki, 
Michitoshi Takahashi, Torao Ushiroku, Shigezo 
Yoshikawa, Shizuo Saito, and Bunishichi Hoshi. 
All are foreign office officials in Tokyo. 

Messrs. Fujisaki, Takahashi, Ushiroku, Yoshi- 
kawa, Saito, and Hoshi will visit various cities 
while in the United States to observe the operation 
of governmental and cultural organizations and 
confer with leaders in these fields. 
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INTERNATIONAL ORGANIZATIONS AND CONFERENCES 








FULL EMPLOYMENT ACTION 


National and International Measures 


Summary by Ruth S. Donahue 


Pursuant to a resolution passed by the Economic 
and Social Council in August 1949 when a discus- 
sion of full employment revealed great concern at 
the down trend that had taken place during the 
latter part of 1948 and early 1949, the Secretary- 
General of the United Nations named a group of 
experts to prepare for subsequent consideration of 
the Council a report on national and international 
measures required to achieve full employment. 
This group was composed of John Maurice Clark, 
professor of economics at Columbia University, 
New York, who worked in association with Arthur 
Smithies, professor of economics at Harvard Uni- 
versity; Nicholas Kaldor, fellow of King’s Col- 
lege, Cambridge University, England; Pierre Uri, 
economic and financial adviser to the Commissariat 
général du Plan, Paris; and E. Ronald Walker, 
economic adviser to the Australian Department of 
Economic Affairs. Mr. Walker served as chair- 
man. In preparing the report, the experts acted 
in their personal capacities and their reeommenda- 
tions, which were unanimous, are put forward on 
their own responsibilities. 

In accordance with the Ecosoc resolution, 
copies of the report were transmitted to all mem- 
ber governments. In January 1950, the Economic 
and Employment Commission, as requested by the 
Council, examined the report and transmitted to 
the Council its comments and recommendations for 
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action. Although many members of the Economic 
and Employment Commission registered agree- 
ment with the general objectives and with numer- 
ous recommendations therein, questions were 
raised concerning some of the proposals. 

The Economic and Social Council voted on Feb- 
ruary 21, 1950, to refer the report to member gov- 
ernments for study and to invite the members of 
Ecosoc to express their views on the experts’ 
proposals, or to submit any alternative proposals 
they may have for solving unemployment prob- 
lems, to the next Ecosoc meeting at Geneva in 
July-August 1950. Meanwhile, the Secretary- 
General of the United Nations, at the request of 
the Council, is continuing to collect reports from 
governments on measures taken to achieve full em- 
ployment. The release of regular analytical sum- 
maries of these reports will begin in July-August 
1950. 

Without attempting to make any forecasts as to 
the world economic situation, the experts outline 
the necessary steps which should be taken—do- 
mestically and internationally—so that policies for 
maintenance of full employment may be imple- 
mented as the occasion arises. The measures 
recommended, the experts assert, are consistent 
with the institutions in free enterprise economies 
although a good deal of government action is in- 
volved. The plans proposed leave to each govern- 
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ment the definition of the level of employment 
which it proposes to maintain. 

Recommendations are based on the premise that 
member governments are obligated to take action 
under the full employment pledge in the United 
Nations Charter in which “all members pledge 
themselves to take joint and separate action in 
cooperation with the Organization for the achieve- 
ment of (a) higher standards of living, full em- 
ployment and conditions of economic and social 
progress and development . . .” 


General Aspects of the Report 


The experts confined themselves primarily to a 
consideration of unemployment that has resulted 
from a deficiency of effective demand, which they 
regard as the major cause of unemployment in 
industrialized countries. Unemployment that has 
resulted from the lack of capital equipment or 
from structural features of the economy are noted 
only in passing. The experts regard the instabil- 
ity of private investment, including investment in 
plant and equipment, business inventories, and 
residential construction, as the primary factor re- 
sponsible for cyclical fluctuations. The report is 
based on the assumption that the methods to be 
used for economic stabilization will differ in vari- 
ous countries because suitable policies will depend 
upon the degree of planning and control that is 
to be adopted. It envisages no satisfactory solu- 
tion of the world full-employment problem and 
no real improvement in the world-trading system 
unless the chronic dollar shortage is attacked at its 
roots and on a world-wide basis. It also states 
that much depends on the policies of the United 
States—particularly its policies with respect to 
maintaining full employment and its tariff or other 
trade restricting policies. It observes that even 
the moderate decline in the United States between 
the fourth quarter of 1948 and the second quarter 
of 1949 affected the economies of other countries. 
Thus, there is need for national and international 
action to permit the flow of trade and payments 
to continue in the face of fluctuations in the effec- 
tive demand in particular countries. 

The experts believe that policies of economic 
development and policies of full employment are 
essential complements of each other and that the 
pursuit of full employment policies by industrial- 
ized countries would in itself be of great benefit 
to the underdeveloped countries. One of the great- 
est needs of the underdeveloped countries is for 
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capital and techniques which they require to pro- 
vide more productive employment for their pop- 
ulations. However, since Ecosoc had made a 
separate provision for extensive studies of the 
problem of economic development, the experts’ 
report did not attempt to deal extensively with 
economic development as such, but this problem, 
and its relation to full employment, was kept con- 
tinuously in mind in framing the recommenda- 
tions. 

The first requirement for a successful full em- 
ployment policy, the experts point out, is for gov- 
ernments to establish a full employment target 
that will provide a guidepost for their policy. 
This target should be expressed in terms of per- 
centages of wage earners out of work and seeking 
work; with proper allowance for the full-time 
equivalent of the hours of work lost by persons 
who are working on short time but who are willing 
and able to work full time. 

The wide differences in the economic organiza- 
tion of various countries, the experts point out, 
make it impossible to lay down a uniform domestic 
full employment policy that all countries should 
follow. But there should be one common feature 
of all stabilization policies, and that is that meas- 
ures to offset economic fluctuations should be pre- 
pared in advance and should come into effect 
without delay as soon as the actual course of events 
shows that action is needed. Full-employment 
policies involving increases in aggregate demand 
increase the general responsibility of governments 
for maintaining the stability of the price level. 
Therefore, the experts believe that governments 
can and should take steps to avoid inflation at the 
same time as they can and should take steps to 
avoid unemployment. 


The Problem of Effective Demand 


The report explains the importance of effective 
demand. The problem is not merely that of an 
insufficiency of effective demand but its inherent 
instability, which gives rise to fluctuations of a 
cyclical character in income and employment. The 
largest factor causing cyclical fluctuations is the 
instability of the level of private investment, in- 
cluding investment in plant and equipment, busi- 
ness inventories, and residential construction, but 
variations in consumer spending and in govern- 
ment spending also contribute. 

The problem of maintaining effective demand 
has two main aspects: how to secure stability and 
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how to secure an adequate level of spending. The 
problem of stability, in principle, could be ap- 
proached in two different ways: (1) by stabilizing 
the level of demand directly in those sectors of 
the economy which are primarily responsible for 
the fluctuations; and (2) by neutralizing the effect 
of such fluctuations through compensating varia- 
tions in the rate of expenditure on other goods 
and services. 

In private enterprise economies, stability in the 
level of private investment could be promoted only 
by methods of indirect control such as through 
variation of interest rates and other conditions of 
credit. Timing of private investment can also 
be influenced through special tax incentives. The 
second method of stabilizing the rate of investment 
consists in offsetting fluctuations in private invest- 
ment by countervailing fluctuations in public in- 
vestment. Economies that make widespread use 
of central planning and control are obviously bet- 
ter prepared to employ the second method than 
private enterprise economies relying much less on 
direct government action. However, with prop- 
erly thought-out methods and sufficient prepara- 
tion, the experts believe that private enterprise 
economies can accomplish far more in this direc- 
tion than was thought feasible in the past and 
without impairing the essentials of the price- 
directed economies. Variations in the rates of 
taxation appear to offer for many countries a most 
effective and prompt method for maintaining the 
level of effective demand in the economy. 

Any country which suffers a fall in its effective 
demand will tend to create a favorable balance in 
its foreign transactions since, normally, its exports 
will not fall so sharply as its imports. Conversely, 
if a country takes steps to increase effective de- 
mand in its own territory, it will tend to face an 
unfavorable balance in its foreign transactions. 
Therefore, from the point of view of any single 
country, there may be a serious conflict of interest 
between the requirements of domestic prosperity 
and stability and the requirements of maintaining 
an international balance. Countries which allow 
the level of their effective demand and the level of 
their employment to fall, or which pursue restric- 
tionist monetary and financial policies, exert a 
depressive influence on the level of activity in the 
rest of the world; but, at the same time, they tend 
to accumulate claims against the rest of the world 
and, thus, augment their own financial strength. 
Conversely, countries which pursue expansionist 
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policies and raise the level of employment in their 
own territory exert a stimulating influence on the 
level of activity in the rest of the world but are 
likely to face deficits in their international bal- 
ance of payments and, thus, to weaken their exter- 
nal financial position. 

The possibility of maintaining a relatively free 
system of international trade may be compromised 
not only by the failure of some countries to pursue 
full employment policies but also by the failure 
of others to avoid inflationary tendencies. It is 
the nature of these international repercussions 
which makes the question of domestic economic 
policies a matter of international concern. The 
influence which the level of effective demand in 
one particular country exerts upon the prosperity 
of others depends essentially upon two factors: 
Its share in world trade and the extent to which 
its purchases of goods and services from other 
countries are likely to vary as a result of changes 
in its domestic situation. 

Although the return to currency convertibility, 
with the resultant multilateralism, is the declared 
aim of a great majority of nations, the experts say 
it is important to realize that successful attainment 
of that objective must be preceded by full employ- 
ment. The report argues, therefore, that the es- 
sential prerequisites for a sound international 
system are the successful pursuit of domestic full 
employment policies and the adoption of special 
measures for stabilizing the international flow of 
payments. 

The objective of full employment policy, in its 
international aspects, is to create conditions under 
which any particular country will behave in its 
international economic relations so as not to pre- 
vent other countries from maintaining the stabil- 
ity and prosperity of their economies. Attainment 
of this objective requires both the achievement of 
full employment and the maintenance of equilib- 
rium in the balances of payments of individual 
countries. 

The experts believe that the establishment of 
the kind of over-all international economic equi- 
librium and stability which would enable countries 
successfully to maintain their economies at a stable 
and prosperous level depend upon three major 
requirements: (1) The first requirement is that 
some method be devised for ascertaining the gen- 
eral policies of the countries with respect to the 
ways in which they intend to reestablish balance 
in their international transactions so that all coun- 
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tries may be enabled to envisage the kind of eco- 
nomic adjustments which they will need to make 
in order to bring themselves into line with the 
future pattern and structure of world trade. (2) 
The second requirement is that lending countries 
should stabilize the flow of their international 
investment over considerable periods and that ap- 
propriate international measures be taken for facil- 
itating this process. (3) The third major require- 
ment is that some procedure be introduced whereby 
the international propagation of cyclical fluctua- 
tions and a consequent cumulative contraction in 
world trade may be most effectively prevented. 


Domestic Measures Recommended 


The report recommends that each member gov- 
ernment should take early action along the follow- 
ing lines: 


1. A full employment target should be adopted 
and announced which will be the standard to which 
national employment stabilization measures will 
be directed. In industrialized countries, targets 
should be defined in terms of unemployment rather 
than employment, and should be expressed in terms 
of the smallest percentage of unemployment of 
wage earners which the country in question can 
reasonably hope to maintain in the light of sea- 
sonal movements and in the light of structural 
changes in the economy, which inevitably give rise 
to some temporary unemployment that cannot be 
eliminated through public policy. According to 
the circumstances of each country, this target may 
be defined as a range rather than an exact figure 
(e.g. from 2 to 4 percent or from 3 to 5 percent of 
the wage earners). The term “unemployment” 
should include all workers without work and seek- 
ing work as wage earners and should include an 
allowance for the full-time equivalent of time lost 
by all wage earners working part time but willing 
and able to work full time. In countries where 
industrial development is not far advanced and 
where workers who lose their jobs in industry are 
absorbed in agricultural pursuits, it may be desir- 
able to define the target in terms of the volume of 
industrial employment rather than in terms of 
percentage of unemployment. In that case, the 
target figure could be raised year by year in accord- 
ance with industrial growth. 

2. A comprehensive program should be an- 
nounced with regard to fiscal and monetary poli- 
cies, investment and production planning, and 
wage and price policies. This program should 
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include adaptation of the fiscal policy of the state 
to the needs of full employment; measures to con- 
trol the rate of private investment; planning of 
public investment ; measures to stimulate consump- 
tion, such as changing the incidence of taxation 
and lowering its level; expanding programs of 
social security and transfer payments; raising 
standards of social expenditures, such as educa- 
tion and health; price control; and measures for 
maintaining incomes in agriculture. 

3. An appropriate system of mandatory com- 
pensatory measures should be adopted and an- 
nounced. These would be applied to expand 
effective demand and would be automatically ap- 
plied should the stabilization program fail to 
prevent unemployment from exceeding the target 
limit by a predetermined amount for 3 successive 
months. It is essential, the experts believe, that 
methods be devised whereby countermeasures come 
into effect at an early stage on an automatic basis. 
The automatic compensatory measures should 
embody the following necessary features: first, 
they should be capable of raising effective demand 
promptly throughout the economy; second, they 
should be of a quantitative nature so that their 
effect on demand and employment could be esti- 
mated with a fair degree of reliability ; third, their 
quantitative magnitude should be sufficient to re- 
duce the level of unemployment (taking into ac- 
count both primary and secondary effects) to the 
mean percentage of the full-employment range. 
The detailed design of automatic compensatory 
measures should be undertaken by each country 
in the light of its own economic structure and the 
possibilities afforded by its fiscal and administra- 
tive systems. 

In industrially advanced countries, the most 
appropriate method would be to make advance 
legislative provisions for alternative tax sched- 
ules, the lower of which could come into operation 
in circumstances defined in the legislation. The 
most suitable tax for this purpose in those coun- 
tries is the personal income tax on earned incomes, 
and the legislative provision should be either for 
alternative rates of such taxation or for alterna- 
tive levels exemptions. Similarly, social security 
contributions could be varied and advance legis- 
lative authorization could be given for their com- 
plete suspension in prescribed circumstances. Or 
legislation might be enacted under which the or- 
dinary social security contribution is automat- 
ically reversed and replaced by period payments 
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to both employers and employees on a predeter- 
mined basis. In countries where neither the per- 
sonal income tax nor the social security system are 
widely developed, an analogous system could be 
introduced in the form of predetermined varia- 
tions in the general sales or purchase taxes. Com- 
pulsory savings arising out of war or compensa- 
tions for war damage could be legislatively so 
adapted that their release is made dependent on 
similar predefined circumstances. Some coun- 
tries may find it possible to incorporate a counter- 
cyclical public works program into an automatic 
compensatory scheme although it might be difficult 
to vary the program rapidly enough for this pur- 
pose. Atany rate, a public-works program should 
be a highly important part of a general and con- 
tinuing stabilization program. 

4. The nature of policies that will be adopted to 
maintain price stability and combat inflationary 
tendencies should be announced. If price stabili- 
zation policies are to be effective and the general 
full-employment objective preserved, it is essential 
that the government be ready to employ a wide 
variety of measures for dealing with price infla- 
tion. According to their political and economic 
institutions, some countries may wish to rely more 
on indirect types of control, while others would 
make a more widespread use of direct controls, 
In both cases, the measures need to be adapted to 
the particular cause of the rise in prices, and it 
would not, therefore, be possible to legislate in 
advance for any general measure that should auto- 
matically come into operation in the case of infla- 
tion. It is essential, however, that the government 
should take such action, appropriate to each par- 
ticular situation, for the preservation of price sta- 
bility, as will check inflationary tendencies without 
allowing an increase in unemployment above the 
limit of the full employment target. 

5. Legislative procedures, administrative organ- 


ization, and statistical services should be adapted 
to the implementation of the full-employment pro- 


gram. Implementation of a full-employment pol- 
icy along the lines of these recommendations would 
not require any alteration in the political system 
and institutions of any country, but each govern- 
ment should review its organization and proced- 
ures with a view to adapting them to facilitate the 
preparation and execution of the measures. Some 
countries would have to adopt enabling legisla- 
tion. All countries should review their adminis- 
trative organization to insure a coordination of 
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programs with responsibility clearly concentrated 
in the appropriate executive organ of the govern- 
ment. Governments must have at their disposal 
analyses of the trends of the economic situation, 
and there is a great need for improvement in the 
collection and analysis of the statistical materia] 
necessary for the guidance of full-employment 
policies. 


International Measures Recommended 


Recommendations in the international field serve 
three main purposes: creation of a workable sys- 
tem of international trade for a stable and expand- 
ing world economy, thereby providing conditions 
required for elimination of undue trade barriers 
and for restoration of convertibility of currencies; 
acceleration of orderly economic development of 
underdeveloped areas; and prevention of interna- 
tional propagation of fluctuations in effective de- 
mand. It is recommended that early action be 
taken as follows: 


1. A program should be established, through the 
auspices of the Economic and Social Council, to 
eliminate present structural disequilibrium in 
world trade. The experts recommended that 
Ecosoc convene a meeting of interested govern- 
ments to develop a joint program in this regard 
and to consult together on the adjustments in do- 
mestic and external policies that are required. 
Participating countries should set targets for the 
main items for their balances of payments, indicat- 
ing how they hope to restore their over-all finan- 
cial equilibrium within the period. The countries 
should meet at frequent intervals to adjust their 
targets and, as appropriate, make specific agree- 
ments on major factors of common concern. Coun- 
tries having deficits in their balances of payments 
should undertake, as their main obligation, reduc- 
tion of internal inflationary pressures which com- 
promise their ability to export and aggravate their 
need to import, to adjust their exchange rates when 
expansion of exports is hampered by overvaluation 
of their currencies, and to adjust their produc- 
tion structure as the external market situation re- 
quires. Countries having “surpluses” in their bal- 
ances of payments should undertake as their main 
obligations that a decrease in their exports or a 
rise in their imports not give rise to internal dis- 
locations which, in turn, generate reduced imports 
with larger export surpluses; to reduce or remove 
restrictions on imports and to refrain from unduly 
encouraging exports. It is further recommended 
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that Ecosoc establish an expert advisory commis- 
sion to do the detailed work in formulating targets 
and suggesting technical needs for coordinating 
national policies, to call the attention of the gov- 
ernments to the problems arising, and to report to 
the Council on progress made. 

2. A stable flow of international investment 
should be created at a level appropriate to the 
needs of the underdeveloped areas of the world 
and to the capacity of the lending countries. It is 
recommended that the articles of agreement of the 
International Bank for Reconstruction and Devel- 
opment be amended to permit the Bank to lend to 
underdeveloped countries for the general purpose 
of over-all development programs, as a normal 
procedure. Lending countries should fix annual 
targets for long-term international improvement 
for 5-year periods covering both private and pub- 
lic net investment and should report to the Inter- 
national Bank each 6 months any deficiency in 
their actual international lending as compared to 
the target. The Bank should be enabled to use 
the funds thus borrowed from governments for the 
purpose of lending to other governments. This 
operation would be conducted by a new and sep- 
arate department of the Bank which would have no 
recourse to the Bank’s capital or its other resources 
arising from the performance of its present func- 
tions. 

3. International trade should be stabilized by 
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maintaining external disbursements on current 
account in the face of internal fluctuations of effec- 
tive demand. This would be accomplished, in part, 
by the preceding recommendation on investment. 
The experts further propose, in this regard, that 
any country whose imports diminish because of a 
failure to maintain full employment should be 
required to deposit with the International Mone- 
tary Fund an amount of its currency approxi- 
mately equal to the decrease in imports resulting 
from its recession minus the decrease in its ex- 
ports. These changes would normally be measured 
from the preceding year. These funds would be 
available to other countries to replenish their mon- 
etary reserves so that they could continue the vol- 
ume of their imports at approximately the former 
level, notwithstanding the decline of their exports 
to the country suffering a recession. They would 
be enabled to do this by purchasing the currency 
which the country suffering the recession has de- 
posited with the Fund with their own currencies. 
Although this would not maintain the current ex- 
port of the recession country’s suppliers, it would 
maintain their international liquidity. Thus, coun- 
tries failing to maintain full employment and suf- 
fering a recession would be cushioning other coun- 
tries against the effects upon them of this failure; 
also, the country suffering the recession would be 
benefited since the demand for its own exports 
would be maintained at least in part. 
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Second Inter-American Statistical Congress 


by Stuart A. Rice, Chairman, US. Delegation 


At the invitation of the Government of Colom- 
bia, the Second Inter-American Statistical Con- 
gress was convened by the Inter-American 
Statistical Institute (Iast) at Bogoté, January 
16-27, 1950. The Iast Executive Committee and 
the Second General Assembly met during the 
same period. The third session of the [ast Com- 
mittee on the 1950 Census of the Americas (Cora) 
was also held in Bogotaé, January 9-21. The 
general purposes of the Congress and related 
meetings were to give consideration to ways and 
means by which statistical methodology and skills, 
and the administrative facilities and procedures to 
implement them, may be more fully developed in 
the nations of the Western Hemisphere, in order to 
serve better both national and international needs 
for statistical information. 


Background 


The Inter-American Statistical Institute was 
founded during the Eighth American Scientific 
Congress in Washington, in May 1940, by Western 
Hemisphere members of the International Statis- 
tical Institute. It is composed of individual titu- 
lar (or elected) and ex officio members and insti- 
tutional members (including governments). Its 
purposes and functions are: to stimulate improved 
methods of collection, tabulation, analysis, and 
publication of statistics; to provide a medium for 
professional statistical collaboration ; to encourage 
improvements in comparability of economic and 
social statistics; and to cooperate with national 
and international statistical organizations. Under 
an agreement with the Organization of American 
States (Oas), Last will become affiliated on July 
1, 1950, with Oas as an Inter-American specialized 
organization, and its secretariat will become the 
Statistical Division of the Pan American Union. 

The First Inter-American Statistical Congress 
was held in Washington in September 1947? in 


* BULLETIN of Dec. 7, 1947, p. 1084. 
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conjunction with the World Statistical Congress 
convened by the United Nations, the 25th session 
of the International Statistical Institute, and 
meetings of other international organizations in 
related fields, which together composed the Inter- 
national Statistical Conferences. The first meet- 
ing of the Cora was also held then to lay the basis 
for agreement upon plans and specifications to be 
followed in national censuses expected to be under- 
taken throughout the Western Hemisphere in 
1950. 

All except two (El Salvador and Honduras) of 
the 22 countries of the Western Hemisphere were 
represented at the Congress in Bogota by official 
delegates or other participants.? A dozen inter- 
national organizations, including the United Na- 
tions, the Organization of American States, 
International Labor Organization, Food and 
Agriculture Organization, United Nations Edu- 
cational, Scientific and Cultural Organization, and 
the International Monetary Fund, were also repre- 
sented. Altogether nearly 150 participants were 
registered at the Congress, of whom more than 
100 were from countries other than Colombia. 
Many of the delegates from Latin American coun- 
tries were persons who had received training in 
statistics in the United States under cooperative 
technical assistance projects. 


Organization 


The program for the Congress was organized 
around four broad subjects, for each of which a 
working group of delegates and participants was 
constituted. Their functions were to formulate 
specific proposals and draft resolutions for con- 
sideration in plenary sessions. The working 
groups in turn were subdivided and dealt with the 
following topics: 





? For the U.S. delegation see BULLETIN of Jan. 23, 1950, 
p. 141. 
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I. Statistical organization and administration: 


(1) Iast structure and operation within the 
Organization of American States; regional or- 
ganizations within the international statistical 
framework; (2) National technical participation 
in international statistical activities; (3) National 
focal points as tools of statistical administration. 


II. Statistical education and training: 


(1) Statistical teaching; (2) Statistical vocabu- 
lary; (3) Sampling and statistical methodology. 


III. Demographic and social statistics: 


(1) International migration statistics; (2) In- 
ternational developments in vital and health 
statistics; (3) Educational and cultural statistics ; 
(4) Occupational classification. 


IV. Economic and financial statistics: 


(1) Relating current national statistics to 1950 
census results; (2) Agricultural statistics; (3) 
Foreign trade statistics; (4) Industrial statistics ; 
(5) Economic and financial statistics (including 
national income and social accounts). 


After adoption by the working groups, proposals 
were reviewed in a plenary session of the Congress 
and upon adoption in substance were referred for 
editing to the Resolutions Committee. This com- 
mittee was composed of the chairman and secre- 
tary of each of the four working groups, the chair- 
man and secretary of Cora, the Secretary General 
of Iast (ex officio), and a representative of the 
Executive Committee of Iast. A total of 30 draft 
resolutions thus formulated (not including resolu- 
tions of Cora) were considered and adopted by 
the Congress at a closing plenary session. It is 
possible to give here only a brief indication of the 
substance of these resolutions. The full texts will 
be published in a forthcoming issue of F’stadistica, 
the quarterly journal of Iast; full proceedings of 
the Congress will also be published by the Institute 
in a separate volume. 


Recommendations 


In the field of statistical organization and ad- 
ministration the Congress adopted recommenda- 
tions aiming at (1) improved coordination of na- 
tional statistical programs through centralization 
of responsibility and authority for planning, de- 
velopment of standards, allocation of specific sta- 
tistical activities, avoidance of gaps in availability 
of data, and prevention of overlapping and dupli- 
cation; (2) more effective cooperation between 
national governments and international organiza- 
tions in the development of international statis- 
tical standards and programs; (3) defining more 
precisely the role of [ast in relation to the respon- 
sibilities of United Nations and other interna- 
tional organizations; (4) establishment within 
Tast of a new Committee on Improvement of Na- 
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tional Statistics (Corns) ; and (5) the encourage- 
ment and further strengthening of national focal 
points which have been designated in a number of 
countries to facilitate international exchange of 
statistical materials and information. 

Specific measures for the improvement of sta- 
tistical education and training were recommended 
by the Congress in a series of resolutions dealing 
with (1) organization of statistical teaching; (2) 
preparation of minimum standards for plans of 
study for different types of statistical courses; (3) 
promotion of efforts to make available needed 
statistical textbooks in different languages; (4) 
more effective collaboration between universities 
and public statistical services; (5) the problem of 
adequate pay and job security for statistical per- 
sonnel; (6) the provision of fellowships and other 
forms of subsidies, exchange of teachers, and other 
measures to encourage the training of teachers of 
statistics; and (7) the preparation and publication 
for general use of a multilingual vocabulary of 
statistical terms. Increased support for existing 
geographic and cartographic services and meas- 
ures to promote more widespread utilization of 
scientific methods of statistical sampling were also 
recommended. 

In a group of resolutions dealing with various 
aspects of demographic and social statistics, the 
Congress formulated recommendations concern- 
ing (1) the application of 1950 census data to 
current national series of population estimates, 
vital statistics rates, life tables, and migration; (2) 
improvement and development of vital and health 
statistics; (3) standards and definitions for statis- 
tics of education and literacy and steps to improve 
such measures as well as other cultural statistics; 
(4) the development and improvement of occupa- 
tional classification systems for population cen- 
suses and other purposes and the maintenance of 
comparability between occupational classification 
systems used in various statistical fields; (5) pro- 
posals for. standardizing definitions and methods 
of enumerating industrial or social status groups 
in population censuses; and (6) the development 
and improvement of labor statistics in countries of 
the Western Hemisphere. 

In the field of economic statistics, the Congress 
adopted a series of resolutions making specific rec- 
ommendations for the development and improve- 
ment of national statistics on a number of 
important subjects, including steps to integrate 
current statistical programs with the 1950 census 
program. Recommendations on agricultural sta- 
tistics included a “minimum list of topics” which 
all countries of the Western Hemisphere were 
urged to adopt for their current agricultural series, 
as well as a more extensive list suggested to the 
countries for study. Minimum standards were 
also recommended for current series of industrial 
statistics. Recommendations concerning statistics 
of public finance, money and banking, balance of 
payments, national income, and agricultural credit 
were accompanied by appendixes, “included for in- 
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formation and technical reference,” presenting 
comments and suggestions as to topics which might 
be included, definitions, and other questions. A 
resolution on foreign trade statistics dealt with 
steps toward the application of international 
standards to foreign trade data, recommending 
adoption by countries of the Western Hemisphere 
of the proposed standard list of commodities for 
international trade statistics which is being de- 
veloped by the United Nations. 

The Congress accepted the invitation of the 
Chilean Government to hold the Third Inter- 
American Statistical Congress in Chile in 1953 
(subject to such conditions as may be inherent in 
the agreement of affiliation between the Inter- 
American Statistical Institute and the Organiza- 
tion of American States). 


Executive Committee 


The Executive Committee prepared or approved 
a variety of recommendations upon [ast affairs; 
reviewed the relations of Iast to the Oas and other 
intergovernmental organizations; approved a 
program for the coordination and improvement, of 
statistics in the Western Hemisphere; appointed 
various committees; reviewed the auditor’s report 
and the budget of Iast; and handled a miscellany 
of other business. Of special interest was the 
development of a formula acceptable to the Do- 
minion of Canada which would permit that nation 
to retain its membership in [ast when the latter 
assumes its new relations to the Organization of 
American States, of which Canada is not a 
member. 

The General Assembly received reports and 
recommendations of the Executive Committee, 
taking suitable action thereon; and elected officers 
of Iasi for terms to run until the next General 
Assembly. Roberto Vergara of Chile was elected 
President ; and Carmen Miro of Panama, Manuel 
Perez Guerrero of Venezuela, Luis E. Laso Itur- 
ralde of Ecuador, and Herbert Marshall of Canada 
were elected Vice Presidents. The Executive 
Committee was instructed to review the Isr 
statutes with a view to the possibility of proposing 
amendments to permit longer periods of service 
upon the Executive Committee than the two con- 
secutive terms that are now authorized. 


Census of the Americas 


The primary objective of the Cora session was 
to determine uniform minimum standards of tabu- 
lation of data from the 1950 census program. 
Agreement was reached on a series of resolutions 
dealing with demographic and economic aspects 


612 


of the population censuses and with economic 
aspects of the censuses of agriculture, housing, 
business, and industry. The recommendations 
covered the class intervals and cross classifications 
to be used in tabulations of data on all the topics in 
the minimum list of subjects previously approved. 
In addition, suggestions were made for optional 
tabulations for inclusion in the census programs 
of countries which are able to make them. 


Conclusions 


The results of the Congress and related meetings 
comprise a notable series of forward steps toward 
fuller agreement and understanding among the 
American nations upon statistical standards and 
the main lines of development to be followed in the 
further improvement of statistical services. 
Moreover, the meetings developed a spirit of team- 
work and eniettaniins among the participants 
which may have even greater and more lasting sig- 
nificance in fostering international cooperation. 
The meetings were regarded by the government, 
the public, and the press of Colombia as having 
transcendent importance for that country and the 
nations of the Western Hemisphere generally. 


Soviets and Satellites Protest 
Seating of Chinese Nationalists 
at High Frequency Conference 


[Released to the press April 4] 


Members of the Soviet and satellite delegations 
today walked out of the Florence, Italy, High Fre- 
quency Broadcasting Conference of the Interna- 
tional Telecommunication Union in protest against 
seating of the Chinese Nationalist delegation. 

The Conference, which was called to discuss the 
planned usage of high frequency broadcasting 
channels, rejected a Soviet motion to unseat the 
Chinese delegates. Thereupon, the Soviet and 
satellite delegations refused to participate further 
in the proceedings. 

The Russians tried to unseat the Chinese delega- 
tion at yesterday’s opening plenary session but 
were opposed by the United States on the grounds 
that the question was not within the province of 
the Conference. The Russians insisted, however, 
on a Conference decision. 

According to members of the United States dele- 
gation, the position of the United States is to im- 
plement the Atlantic City convention for planned 
usage of the high frequency spectrum with or with- 
out participation by the Soviet Union. 
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Contracting Parties to GATT End Fourth Session 


[Released to the press April 5] 


The fourth session of the Contracting Parties to 
the General Agreement on Tariffs and Trade, 
which began at Geneva on February 23, 1950, ended 
yesterday with the conclusion of a long agenda 
covering the routine operation of the agreement, 
plans for a third round of tariff negotiations be- 
ginning in September of this year, and a searching 
examination of the trade practices of participating 
governments and their effect on the general reduc- 
tion of barriers to international trade, which is the 
basic objective of the agreement. At the session of 
the Contracting Parties just ended, more govern- 
ments were represented, as Contracting Parties or 
observers, than at any preceding session. Two 
governments, Indonesia and Greece, became Con- 
tracting Parties to the agreement during this ses- 
sion, bringing the total number of Contracting 
Parties to 26. Also attending the meeting were ob- 
servers from six other governments, which are in 
process of acceding as a result of the second round 
of tariff negotiations conducted last year at An- 
necy, France, and from three additional govern- 
ments which expect to participate in the third 
round of tariff negotiations and to accede if these 
negotiations are successful. Observers also at- 
tended from the International Monetary Fund and 
from the Organization for European Economic 
Cooperation. During the session, notice of with- 
drawal from the agreement was received from the 
Nationalist Government of China. 


Next Session 


The session just ended decided upon Torquay, 
England, as the site for the third round of tariff 
negotiations, to begin on September 28 of this year. 
These negotiations will proceed among the present 
Contracting Parties as well as with newly accedin 
governments. In setting the stage for the forth- 
coming third round of tariff negotiations, the 
Contracting Parties took pains to insure that the 
third round should not be used as a medium for 
raising tariffs, even though the technical right 
exists for each Contracting Party to adjust indi- 
vidual rates after January 1, 1951. To this end, 
the Contracting Parties considered a proposal to 
extend from January 1, 1951, to January 1, 1954, 
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the date in article XXVIII after which a Con- 
tracting Party may withdraw particular conces- 
sions following negotiations with interested Con- 
tracting Parties. It was decided, however, to post- 
pone final action on the proposal until the end of 
the Torquay negotiations. They also reaffirmed 
the negotiating rule followed at previous negotia- 
tions to the effect that the binding of a low rate of 
duty should be considered equivalent to the reduc- 
tion of a high rate. 


Import and Export Controls 


Among the most important work of the fourth 
session was an examination of the present opera- 
tion of import and export controls of participat- 
ing countries in order to assure that the basic obli- 
gations of the agreement are being complied with 
and to find means of hastening the end of postwar 
restrictive measures and the earlier achievement 
of the trade objectives of the agreement. In this 
connection, the Contracting Parties examined cer- 
tain types of export and import restrictions which 
are being imposed for the purpose of protecting 
domestic industry or promoting exports. In the 
field of export restrictions, four types were exam- 
ined, namely: 


1. Those export restrictions used by one country 
for the purpose of obtaining the relaxation of an- 
other country’s import restrictions. 

2. Those export restrictions imposed by one 
country to obtain a relaxation of another country’s 
export restrictions on commodities in short supply 
or to obtain an advantage in the procurement from 
another country of such commodities. 

3. Restrictions imposed by a country on the ex- 
port of raw materials in order to protect or pro- 
mote a domestic fabricating industry. 

4, Export restrictions used by a country to avoid 
price competition among its exporters. 


There was general agreement among the Con- 
tracting Parties that, with certain minor excep- 
tions, the use of such export restrictions for the 
purposes indicated was not in accordance with the 
General Agreement. 
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In the field of import restrictions, it was rec- 
ognized that even where such restrictions are 
imposed for balance-of-payments reasons, there 
could be an incidental protective effect which was 
not intended at the time they were imposed. The 
countries agreed that every effort should be made 
to minimize this protective effect to facilitate the 
removal of these restrictions as rapidly as balance- 
of-payments conditions permit. Member coun- 
tries were urged to avoid encouragement of in- 
vestment in enterprises which could not survive 
without protection when the balance-of-payments 
reasons for such protection have disappeared. 
They were urged to take every opportunity to 
impress upon producers who are protected by such 
restrictions the fact that these restrictions are not 
permanent. Countries were asked to administer 
such restrictions as are necessary on a flexible basis 
and to adjust them to changing circumstances. 
There was agreement that, where quotas are neces- 
sary, these should preferably be nonbilateral and 
should apply without discrimination to as many 
countries as possible. 

Several specific types of misuse of import re- 
strictions were cited as inconsistent with the 
General Agreement. Among these was the main- 
tenance by a country of balance-of-payments re- 
strictions which gave priority to imports of 
particular products on the basis of the competi- 
tiveness or noncompetitiveness of such imports 
with a domestic industry. Another type of misuse 
is the imposition by a country of administrative 
obstacles to the full utilization of import quotas 
in order to afford protection to a domestic indus- 
try. Finally, the use was condemned of import 
restrictions as a means of retaliation against a 
country which has refused to conclude a bilateral 
trade agreement with the country concerned. 

The Contracting Parties agreed, in conclusion, 
that each country should review its present system 
of quantitative import and export restrictions in 
the light of the discussions carried on during this 
meeting and of the conclusions reached. They also 
recommended to each country that every effort be 
made to acquaint those officials responsible for the 
administration of quantitative restrictions or the 
negotiation of trade agreements with the conclu- 
sions reached at this meeting and with the specific 
provisions of the General Agreement in order that 
such types of restrictions as are not consistent with 
these conclusions or these provisions may be 
eliminated. 


Balance-of-Payments Restrictions 


The Contracting Parties also prepared the first 
of a series of annual reports, describing and assess- 
ing existing discriminatory balance-of-payments 
trade restrictions. One of the objectives of this re- 
port is to examine the effects of import and export 
restrictions in encouraging the development of un- 
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economic industries, thus rendering more difficult 
the aim of abolishing bilateralism and restoring in- 
ternational competition in trade. This report, 
which will be published in the near future, indi- 
cates that, while marked advances have recentl 
been made by many countries in meeting their bal- 
ance-of-payments problems by increased produc- 
tion and exports, it is still evident that they have 
not been able to earn the amounts of some cur- 
rencies, notably United States dollars and certain 
other convertible currencies, which their importers 
would desire to expend under a regime of nondis- 
criminatory importation. The countries con- 
cerned, therefore, have found it necessary to hus- 
band their dollar earnings to be used for essential 
purchases in the so-called hard-currency areas, 
while permitting their importers a much greater 
degree of freedom in the importation of goods from 
the soft-currency areas. 

Mindful of the fact that the General Agreement 
contains many important provisions aimed at 
avoiding the misuse of discriminatory import meas- 
ures and limiting any longer-term adverse effects 
of such practices, the Contracting Parties ex- 
amined, on a country-by-country basis, the import 
procedures of the countries taking advantage of 
these transitional period arrangements. Since the 
agreement contemplates that comparative prices 
will continue to play an important role in deter- 
mining the source of imports, even in the case of 
countries exercising the right to limit hard-cur- 
rency imports, considerable attention was given to 
administrative devices employed to carry out this 
objective. Many countries stated that they placed 
considerable importance on prices and other com- 
mercial considerations in administering their li- 
censing procedures in order that the discrimination 
would not result in disadvantageous transactions, 
though it had frequently been necessary for certain 
countries to pay higher prices in soft-currency 
areas in order to conserve their hard-currency re- 
sources for more essential purchases. 


Bilateral Trade Patterns 


The Contracting Parties also analyzed the effects 
of bilateral arrangements on international trade 
patterns. It was concluded that, though increases 
in production and currency devaluation have 
somewhat mitigated the effects of bilateralism, 
there remains the danger that bilateral arrange- 
ments together with continuing relatively high 
prices in certain soft-currency markets may attract 
goods which might otherwise have found a dollar 
market and thus have served to reduce balance-of- 
payments difficulties. It was also noted that sev- 
eral countries consider that their exports have been 
adversely affected to an important degree by these 
arrangements. This was particularly emphasized 
by countries imposing no discriminatory restric- 
tions and by those applying such restrictions to a 
relatively small portion of their total imports. 
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Special Problems 


Along with other business, the Contracting 
Parties granted a request by the United States con- 
cerning the importation of potatoes, examined and 
made recommendations on a pap as by Chile 
against an Australian fertilizer subsidy, prepared 
a protocol of rectifications, correcting errors in the 
text of certain portions of the tariff schedules at- 
tached to the agreement, and took action on appli- 
cations by certain countries to permit the use of 
special measures for their economic development. 

The release granted to the United States permits 
the United States to alter the figure in its tariff 
schedule which determines the quantity of potatoes 
which may be imported at the lower rate of duty 
negotiated in 1947. Under the waiver, the United 
States may limit the importation of table-stock po- 
tatoes into the United States at the reduced rate 
to 1 million bushels, plus any amount by which the 
domestic crop in 1950 should fall below 335 million 
bushels instead of 350 million as provided in the 
agreement. 

The complaint of Chile was against the contin- 
uation by Australia of a subsidy on imported am- 
monium sulphate after the removal of a similar 
subsidy on imported sodium nitrate, a product of 
Chile. While determining that the Australian 
action was not in violation of the agreement, the 
Contracting Parties took into consideration the 
fact that both subsidies had been in effect at the 
time that Australia granted a concession on sodium 
nitrate in the tariff negotiations in 1947 and recom- 
mended an adjustment of the matter by Australia 
that would remove the competitive inequality cre- 
ated by Australia’s action. 

After considering applications to permit special 
measures for economic development purposes, the 
Contracting Parties granted an application from 
Ceylon for permission to regulate the importation 
of cotton verties, or sarongs, in order to encourage 
the development of a local industry. A similar 
application from Syria and Lebanon, covering silk 
fabrics and hosiery, was rejected because certain 
information necessary to determine whether the 
proposed measures meet the criteria of the agree- 
ment had not been supplied. Action on an appli- 
cation from Haiti for a release to cover a measure 
for protection of its tobacco-products industry was 
scheduled for consideration at the next session. 

At the close of the conference, the delegate of the 
United States made a brief statement to the effect, 
that the United States still considered it important 
that the Contracting Parties devise a method of 
extending most-favored-nation treatment to Japan 
on a reciprocal basis and that the United States 
may raise this issue during the next session of the 
Contracting Parties at Torquay. 
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International Study Group Has 
TV Demonstrations 


On March 27, there will be convened at New 
York a meeting of representatives of approxi- 
mately 20 nations for the purpose of viewing 
United States demonstrations of television stand- 
ards, practices, and equipment possibilities of 

Jnited States designed and produced equipment. 
In connection with these demonstrations, the group 
will move from New York to Philadelphia and 
Washington for the purpose of examining the 
latest developments in television in laboratories 
and factories in those areas. These demonstra- 
tions constitute the United States portion of a 
series of demonstrations which will occur succes- 
sively in the United States, France, the Nether- 
lands, and the United Kingdom. All four demon- 
strations are part of the work of Study Group 11 
of the International Radio Consultative Commit- 
tee (Ccmr), a suborgan of the International Tele- 
communication Union charged with the study of 
technical radio and television questions. 

It is the purpose of the United States demon- 
strations to show in full technical detail the cur- 
rently used United States systems for the purpose 
of permitting the engineers attending from the 
various nations to decidé for themselves which of 
the several television systems is the best. The 
demonstrations in the other countries will be for 
the same purpose. 

Following the four demonstrations there will be 
a meeting in London of Study Group 11 which it 
is hoped may determine and recommend to the next 
Ccrr Plenary Assembly, scheduled to be held at 
Praha, Czechoslovakia, in March 1951, those stand- 
ards which appear to be the best from the stand- 
point of the viewer, giving due consideration to 
economic factors. Such standards, if adopted by 
the Ccrr Plenary Assembly, would serve as guides 
for each member nation of the International Tele- 
communication Union in determining its own 
television practices. In addition, the adoption of 
such a set of standards would prove to be a valu- 
able factor in providing for long-range interna- 
tional exchange of television programs, would 
simplify the radio frequency assignment problem, 
and would enable manufacturers of all countries 
engaged in the production of television transmit- 
ting and receiving equipment to proceed with 
greater assurance because of the certainty arising 
from such standardization. 

In connection with this subject, Study Groups 6 
and 10 of the International Radio Consultative 
Committee held joint meetings in Washington 
from March 13-24. Their discussions contributed 
broadly toward world-wide agreement on the solu- 
tion of technical radio problems, especially the role 
played by the complexities of radio wave behavior. 
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United States Delegations to International Conferences 


U.N. Council on Libya 


The Department of State announced on April 3 
that Lewis Clark, Foreign Service officer with the 
rank of Career Minister, will be the United States 
representative on the United Nations Council on 
Libya. The Government representatives on the 
Council are scheduled to meet at Geneva beginning 
April 4, 1950. Assisting Mr. Clark as adviser will 
be Marion J. Rice, Foreign Service Staff officer, 
Department of State. 

The Council, provided for by United Nations 
General Assembly Resolution 289 of November 21, 
1949, was established to aid and advise the United 
Nations Commissioner in Libya in assisting the 
people of Libya to formulate a constitution and 
to establish, not later than January 1, 1952, an 
independent government. 

The Council consists of one representative each 
from Egypt, France, Italy, Pakistan, the United 
Kingdom, and the United States; one representa- 
tive of the people from each of the three regions 
(Cyrenaica, Tripolitania, and the Fezzan) of 
Libya; and one representative of the minorities 
in Libya. 

The General Assembly resolution provides that 
the Administering Powers, in cooperation with the 
Commissioner, initiate immediately all necessary 
steps for the transfer of power to a duly consti- 
tuted independent government ; administer the ter- 
ritories for the purpose of assisting in the estab- 
lishment of Libyan unity and independence; coop- 
erate in the formation of governmental institu- 
tions; and make an annual report to the General 
Assembly on the steps taken to implement these 
recommendations. 

Under article 23 of the treaty of peace with 
Italy, signed on February 10, 1947, Italy renounced 
all right and title to her former territorial posses- 
sions in Africa, namely, Libya, Eritrea, and Italian 
Somaliland. It was established that pending their 
final disposal—to be determined jointly by France, 
U.K., U.S.S.R., and United States through the 
Council of Foreign Ministers—they would remain 
under the administrations existing when the treaty 
was signed, i. e., French, with respect to the Fezzan, 
and the United Kingdom with respect to all the 
other territories involved. 
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The treaty provided further that deputies of the 
Foreign Ministers should consider the problem 
and make appropriate recommendations. In this 
connection, the deputies established a 4-power 
Commission of Investigation which was sent to 
Africa in November 1947 to collect necessary data 
on economic and social conditions and to determine 
the views of local inhabitants on their future status. 

The findings of the Commission, together with 
recommendations of the deputies, were considered 
by the Council of Foreign Ministers at a special 
session at Paris in September 1948. Since the 
Council of Foreign Ministers failed to reach agree- 
ment at that time, the matter was referred, in ac- 
cordance with annex XI to the treaty, to the United 
Nations General Assembly, which examined the 
Italian colony question during the second part of 
the third regular session (Lake Success, April- 
May 1949) but reached no definite conclusion. 

The matter was again considered at the fourth 
session of the General Assembly (Lake Success; 
September—December 1949), when the resolution 
creating the Commissioner and the Council was 
approved. 


Sixth Session U.N. Social Commission 


The Department of State announced on April 

3 the United States delegation to the sixth session 
of the United Nations Social Commission which 
convened at Lake Success that date. Arthur J. 
Altmeyer and Jane M. Hoey, United States repre- 
sentative and alternate representative, respec- 
tively, on the Social Commission, will attend the 
meeting. The following advisers have been desig- 
nated to assist them: 
Roger W. Grant, Jr., Office of United Nations Economic 

and Social Affairs, Department of State 
Louis K. Hyde, Jr., United States Mission to the United 

Nations 
Dorothy Lally, Technical Assistant to the Commissioner 

for Social Security, Federal Security Agency 

The Social Commission, established in June 

1946, is one of the nine permanent functional com- 
missions of the United Nations Economic and 
Social Council. It advises the Council on mat- 
ters in the social field and is concerned with advi- 
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sory services to governments in social welfare 
matters; family, youth, and child welfare; welfare 
of special groups such as aged, physically handi- 
capped, and migrants; social aspects of housing 
and town and country planning; and prevention 
and treatment of crime. The Commission’s mem- 
bership is comprised of 18 United Nations mem- 
ber governments, 

Among the topics which will be considered at 
the session are: migration, advisory social welfare 
services; social rehabilitation of the physically 
handicapped; family, youth, and child welfare; 
prevention of crime and treatment of offenders; 
and social projects which can be provided by the 
United Nations, upon request, as parts of the pro- 
gram of technical assistance for economic 
development. 


Caribbean Regional Air Navigation (ICAO) 


The Department of State announced on April 6 
that the following delegation will represent the 
United States Government at the International 
Civil Aviation Organization (Icao) Second Carib- 
bean Regional Air Navigation Meeting and the 
Icao Special Combined Frequency Assignment 
Planning Meeting of the Caribbean, South Ameri- 
can, and South Atlantic regions, which are to be 
held concurrently beginning April 11 at Habana. 


Delegate and Chairman 


P. DeForrest McKeel, Acting Chief, International Civil 
Aviation Organization Office, Civil Aeronautics Ad- 
ministration, Department of Commerce 


Alternate Delegates 


James F. Angier, Airdromes Air Routes and Ground Aids 
Specialist, Civil Aeronautics Administration, Depart- 
ment of Commerce 

John R. Evans, Assistant Chief, Aviation Division, Fed- 
eral Communications Commission 

Donald C. House, Assistant Chief, International Aviation 
Section, United States Weather Bureau, Department 
of Commerce 

Gordon C. Pearson, Airways Operations Consultant, Civil 
Aeronautics Administration, Department of Commerce 

Gilbert V. Tribbett, Adviser, International Flight Opera- 
tions Standards, Civil Aeronautics Administration, 
Department of Commerce 

Commander Clement Vaughn, Search and Rescue Agency, 
United States Coast Guard, Department of the 
Treasury 

Edward A. Westlake, Acting International Civil Aviation 
Organization, Air Traffic Control Regional Represen- 
tative, Civil Aeronautics Administration, Department 
of Commerce 


Advisers 


E. Thomas Burnard, Air Transport Association, 1107 16th 
Street, NW., Washington, D. C. 

William T, Deason, Air Traffic Control Specialist, Second 
Region, Civil Aeronautics Administration, 84 Marietta 
Street NW., Atlanta, Ga. 

Herbert B. Duckworth, Flight Operations Specialist, Bu- 
reau of Safety Regulations, Civil Aeronautics Board, 
Department of Commerce 

John Durkovic, Aeronautical Radio, Inc., 1108 16th Street, 
NW., Washington, D.C. 
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Lt. Comdr. Benjamin F. Engel, Communications Division, 
United States Coast Guard, Department of the 
Treasury 

Lt. M. E. Fox, Department of the Navy, Department of 
Defense 

Raymond L. Harrell, Telecommunications Attaché, Ameri- 
can Embassy, Habana, Cuba 

Maj. Grove C. Johnson, Assistant Chief, International 
Civil Aviation Organization Branch, Civil Aeronau- 
tics Division, Plans Directorate, Hdqtrs., MATS, De- 
partment of the Air Force, Department of Defense 

Allison E. Menhennick, Chief, Overseas Communications, 
Civil Aeronautics Administration, Department of 
Commerce 

Donald Mitchell, Chief, Technical Branch, Aviation Divi- 
sion, Federal Communications Commission 

Cc. A. Petry, Aeronautical Radio, Inc., 1108 16th Street, 
NW,, Washington, D.C. 

Edmond V. Shores, Aeronautical Communications Special- 
ist, Civil Aeronautics Administration, Department of 
Commerce 

Wilmer L. Thompson, Official in Charge, Weather Bureau 
Airport Station, Box 846, Miami 48, Fla. 


Secretary 


John Frazer, Jr., Technical Branch, Division of Interna- 
tional Conferences, Department of State 


The forthcoming Air Navigation Meeting will 
review the progress made by the countries of the 
Icao Caribbean region in carrying out recommen- 
dations made by the First Caribbean Regional Air 
Navigation Meeting, held at Washington, August 
26-September 13, 1946, with respect to air-traffic 
control; aviation communications; aviation mete- 
orology; search and rescue; and aerodromes, air 
routes, and ground aids. It is expected that studies 
of recent developments in these technical fields 
of aviation activity, as well as of scheduled and 
nonscheduled aviation operations in the Caribbean 
region, will lead to the revision and elaboration 
of the regional plan formulated at the 1946 meet- 
ing, together with recommendations es the 
improvement or establishment of specific air navi- 
gation facilities and procedures in order to increase 
the efficiency and safety of civil aviation opera- 
tions in the region. 

The Special Frequency Assignment Planning 
Meeting will prepare a coordinated plan of radio 
frequency assignments to aeronautical stations 
serving the major world air routes traversing the 
Icao Caribbean, South American, and South At- 
lantic regions; a coordinated plan of radio fre- 
quency assignments to aeronautical stations 
serving the regional and domestic air routes within 
the three regions; and a plan of radio frequency 
assignments for special aeronautical mobile serv- 
ices, such as those for broadcasting meteorological 
data to aircraft. This is one in a series of special 
regional frequency assignment planning meetings 
to be called by Icao to enable the countries of the 
various Icao regions to develop radio frequency 
assignment plans on the basis of the Aeronautical 
Mobile “R” Service Frequency Allotment Plan 
formulated at the International Telecommunica- 
tion Union (Irv) International Administrative 
Aeronautical Radio Conference held at Geneva, 
August 1-October 14, 1949. 
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The United States in the United Nations 


{April 8-14] 
Kashmir 


The Security Council, on April 12, approved 
the appointment of Sir Owen Dixon, a judge of 
the Australian Supreme Court, as United Nations 
Representative in Kashmir, in accordance with 
the resolution adopted by the Security Council 
on March 14, 1950. The vote was eight to none, 
with India and Yugoslavia abstaining. The 
representative of India, M. Gopala Menon, ab- 
stained because India is a party to the Kashmir 
dispute and, therefore, should not participate in 
the voting. 

The President of the Council, Mahmoud Bey 
Fawzi (Egypt), appealed to the Security Coun- 
cil, particularly to its permanent members, to re- 
double their efforts to reach agreement instead of 
perpetuating disagreement. He asserted that ob- 
viously the Council had so far failed adequately 
to fulfill its responsibilities under the Charter 
with respect to peace and security. Although some 
great efforts had been made by the Security Coun- 
cil and other United Nations organs, the President 
noted that such efforts had been too often stale- 
mated especially by the lack of agreement “be- 
tween permanent members.” 


Social Commission 


The Social Commission, in the second week of its 
sixth session, was primarily concerned with a dis- 
cussion of the United Nations program of social 
welfare services. More than 3 years ago certain 
advisory functions formerly carried on by Unrra 
were transferred to the United Nations. Before 
the Commission was a progress report of the Sec- 
retary-General summarizing these services, which 
include providing experienced social welfare ex- 
perts to countries needing assistance, granting fel- 
lowships to government-sponsored social welfare 
officials, holding regional seminars for exchanging 
information and techniques, and demonstration of 
new technical methods such as those used in the 
rehabilitation of physically handicapped persons. 

The Secretary-General also submitted to the 
Commission recommendations concerning future 
programs. He suggested methods for evaluating 
a country’s needs and appraisal of the services 
rendered, the use of comprehensive demonstration 
teams, and the expansion of the present fellow- 
ship program for scholarship grants. 
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The Commission next turned to a review of 
the terms of the General Assembly resolution 
under which Unrra’s functions were transferred 
to the United Nations in 1946; the General As- 
sembly in 1949 authorized the Secretary-General 
to place those functions on a continuing, instead 
of a year-to-year, basis. 

The United States geet Arthur J. 
Altmeyer, pointed out that the original resolu- 
tion was designed to meet temporary emergency 
needs and that the Commission had been instructed 
to prepare a revised resolution broadening the 
activities on a continuing basis. A revised reso- 
lution was unanimously adopted on April 14, 
together with a recommendation to the Economic 
and Social Council that it be submitted to the 
General Assembly. 


Transport and Communications 
Commission 


The Transport and Communications Commis- 
sion concluded its fourth session on April 4. 
After considering the question of obtaining com- 
parable transport statistics, the Commission 
approved a draft resolution recommending that 
statistics on transport by rail, road, sea, inland 
waterways, and civil aviation be compiled by each 
country in which such traffic exists. 

Also approved was an amended United States 
draft resolution on the question of implementing 
the decision of the Atlantic City Telecommunica- 
tion Conference of 1947 on the need for arriving 
at an orderly arrangement of radio frequencies 
through the convening of an Extraordinary Radio 
Conference, which has been called by the Inter- 
national Telecommunication Union for Septem- 
ber 1, 1950. The resolution states that communi- 
cations by radio may become “hopelessly 
disrupted” through interference if the Conference 
is not successful, and, therefore, it directs the 
Secretary-Genera] to request member governments 
to give the matter the most careful consideration 
to insure the successful conclusion of the 
Conference. 

The Commission also adopted a series of reso- 
lutions on barriers to international transport of 
goods, coordination of inland transport, ratifica- 
tion of the Convention on the Intergovernmental 
Maritime Consultative Organization, the applica- 
tion of certain nongovernmental organizations for 
consultative status, international road transport, 
and a unified system of road signs and signals. 
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The Work of the Department of State 


in Carrying Out the President’s Loyalty Program 


Statement by Brig. Gen. Conrad E. Snow, Res2 


Mr. CuairMAN: The Loyalty Security Board of 
the Department of State, of which I am chairman, 
is the organ of the Department to which are re- 
ferred all reports from the FBI of full field inves- 
tigations of Department employees for determina- 
tion as to loyalty and security risk. Its decisions 
are post-audited by the Loyalty Review Board 
of the Civil Service Commission, of which Seth W. 
Richardson is chairman, and, to that Review 
Board, go appeals from adverse decisions of the 
Loyalty Security Board. Both Boards are part 
of the President’s Loyalty Program, initiated on 
March 21, 1947, by Executive Order 9835. 


Executive Order 9835 


The purpose of Executive Order 9835 was stated 
to be: to assure (a) that persons employed in the 
Federal service are of complete and unswervin 
loyalty to the United States; (b) that the Unit 
States afford maximum protection against infiltra- 
tion of disloyal persons into the ranks of its em- 
ployees; and, at the same time, (c) that there be 
given equal protection to the loyal employees of 
the United States from unfounded accusations of 
disloyalty. 

The Executive order itself stated the standard 
for the removal from employment of an employee 
on eg ea relating to loyalty, which must be 
applied by both Boards. It is “that, on all the 
evidence, reasonable grounds exist for belief that 
the person involved is disloyal to the Government 
of the United States.” The Executive order sets 
forth various activities and associations, which, 
if present, may be considered in connection with 
the determination of disloyalty. They are: 


(a) Sabotage or espionage,—or knowingly asso- 
ciating with spies or saboteurs; 


1 Made before a Subcommittee of the Senate Foreign 
Relations Committee on Apr. 5, 1950, and released to the 
press on the same date. 
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(b) Treason or sedition,—or advocacy thereof ; 

(c) Advocacy of revolution, or of force or vio- 
lence to alter the constitutional form of Govern- 
ment of the United States; 

(d) Intentional unauthorized disclosure of 
documents or information of a confidential or non- 
public character obtained as a result of employ- 
ment by the Government of the United States; 

(e) Performance of duties, or otherwise acting, 
so as to serve the interests of another government 
in preference to the interests of the United States; 

(f) Membership in, affiliation with, or sym- 
pathetic association with, any organization or 
group of persons, which has been designated by 
the Attorney General as totalitarian, Fascist, Com- 
munist, or subversive, or as having adopted a 
policy of advocating or approving violence, either 
to deny to other persons their rights under the 
Constitution, or to seek to alter the form of Gov- 
ernment of the United States. 


Some of these activities, were we to find them, 
would by their very definition necessarily involve 
disloyalty to the United States,—as to wit, espio- 
nage, treason, sedition, revolution. Some of the 
associations, on the other hand, are only evidence 
on the issue of disloyalty. The President, for in- 
stance, in a statement to the press of November 
14, 1947, said with reference to the Attorney Gen- 
eral’s list: “Membership in an organization is 
simply one piece of evidence which may or may 
not be helpful in arriving at a conclusion as to 
the action which is to be taken in a particular 
case.” This was reaffirmed by the Attorney Gen- 
eral, who added that “Guilt by association has 
never been one of the principles of American 
jurisprudence.” 


Membership in Communist Party 


What the President said, however, and what the 
Attorney General said, is not applicable to mem- 
bership in the Communist Party. Under sec. 9A 
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of the Hatch Act, of August 21, 1939, it is unlawful 
for any Federal employee to have membership in 
any organization advocating the overthrow of the 
constitutional form of Government of the United 
States. On February 5, 1943, under Executive 
Order 9300,—4 years before Executive Order 9835, 
the Department of Justice disseminated among 
Government agencies a list of organizations which 
were subversive under the terms of the Hatch Act. 
This list included the Communist Party of the 
U.S.A. This was reaffirmed by the Attorney Gen- 
eral on May 27,1948. Accordingly, were the Loy- 
alty Security Board to find in the Department of 
State a member of the Communist Party, his mem- 
bership would not be merely evidence of dis- 
loyalty; the dismissal of that employee would be 
mandatory. 

Acting under Executive Order 9835, after ap- 
propriate investigation, the Attorney General, on 
November 24, 1947, transmitted to the Loyalty 
Review Board, a list of organizations which was 
disseminated to the Department on December 4, 
1947. An additional list was disseminated on May 
28, 1948; and on September 21, 1948, the Attorney 
General furnished a consolidated list which con- 
tained the names of all the organizations previ- 
ously designated and segregated into categories as 
totalitarian, Fascist, Communist, subversive, advo- 
cating force or violence to deny others their con- 
stitutional rights, or seeking to alter the form of 
Government of the United States by unconstitu- 
tional means. These lists include all the so-called 
“front organizations,” generally designed to tra 
the unwary enab-ocindea individual and not all, 
by any means, either infiltrated or controlled b 
Communists from the outset of their existence. 
mention this particularly because in considering 
membership in, affiliation with, or sympathetic 
association with such organizations, the Boards 
have to take judicial notice of the fact that the 
characterization of these organizations by the At- 
torney General was first publicized to the em- 
ployees of the Department, in some cases on 
November 24, 1947, in other cases on May 28, 1948. 
Membership or other association with these organi- 
zations in the late 30’s and early 40’s has, there- 
fore, to be considered with some circumspection as 
evidence of disloyalty or of security risk. 


McCarran Rider 


The problem of the State Department in imple- 
menting the President’s Loyalty Program was 
facilitated by the fact that the Secretary of State 
has been granted by Congress, in the so-called 
McCarran Rider of the 79th Congress, and repeat- 
edly in subsequent appropriation acts, the power 
in his absolute discretion to terminate employ- 
ment whenever he shall deem such termination 
necessary or advisable in the interest of the United 
States. This power of summary dismissal is the 
basis of the right of the Secretary to dismiss on 
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account of security risk, without having to resort 
to a determination, that on all the evidence reason- 
able grounds exist for belief that the employee is 
disloyal. 

Acting in accordance with this power of sum- 
mary dismissal, and 5 months before the organiza- 
tion of the Loyalty Review Board, the Secretary 
of State, General Marshall, on July 9, 1947, ap- 
pointed a Personnel Security Board, of which I 
was appointed chairman, and Maynard Barnes 
and Darrell St. Claire members. Both of the latter 
two have since left the Department but only after 
a considerable service on the Board. The Secre- 
tary also designated four categories of employees 
as security risks: to wit— 


(a) A person engaging in, supporting, or advo- 
cating treason, subversion, or sedition, or who is 
a member of, affiliated with or in sympathetic as- 
sociation with the Communist, Nazi, or Fascist 
Party, or of any party which seeks to alter the 
form of Government of the United States by un- 
constitutional means,—or a person who consist- 
ently believes in or supports the ideologies and 
policies of such a party. 

(b) A person who is engaged in espionage, or 
who is acting directly or indirectly under the in- 
structions of a foreign government, or who delib- 
erately performs his duties or otherwise acts to 
serve the interest of another government in pref- 
erence to the interests of the United States. 

(c) A person who has knowingly divulged clas- 
sified information without authority and with the 
knowledge or belief that it will be transmitted to 
agents of a foreign government or who is so con- 
sistently irresponsible in the handling of classified 
information as to compel the conclusion of extreme 
lack of care or judgment. 

(d) A person who has habitual or close associa- 
tion with persons known or believed to be in cate- 
gories (a) or (b) toan extent which would justify 
the conclusions that he might, through ail asso- 
ciation, divulge such classified information without 
authority. 


Standards for Loyalty Program 


Under these security principles of the Depart- 
ment of State, adopted in 1947, it will be seen that 
the Personnel Security Board had to apply a stand- 
ard much stricter than that prescribed for the Loy- 
alty Program. Not only Communists were pre- 
scribed as security risks, or persons affiliated with, 
or in sympathetic association with the Communist 
Party, or who consistently believed in or supported 
the ideologies and policies of the Communist 
Party, but even persons who had habitual or close 
association with such persons, so as to justify the 
conclusion that they might voluntarily or invol- 
untarily divulge classified information without 
authority. 

The President’s Loyalty Program was put into 
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effect on December 17, 1947, by the issuance by the 
Loyalty Review Board, under Seth W. Richardson 
as chairman, of five directives, one requiring the 
establishment of Departmental Loyalty Boards, 
and four regulating the initial consideration of 
loyalty cases by such Boards, the manner of con- 
ducting hearings, and the determinations by the 
Boards and the matter of appeals from their deci- 
sions. The State Department promptly followed 
suit, by adopting the Loyalty hesndiieds of Exec- 
utive Order 9835, and transforming the Personnel 
Security Board, with the same membership, into 
the Loyalty Security Board, with the functions of 
applying both the loyalty standards of the Execu- 
tive order and the security principles of the De- 
partment of State. These are the standards that 
1ave applied ever since and apply today. 

The Eos Security Board is not an investiga- 
tory body. It performs a judicial function, and 
the basis for action on its part is always a report 
from the FBI. The FBI, in its name check of all 
the employees of the State Department, has found 
itself in possession of certain derogatory informa- 
tion regarding an employee and has, es: 
conducted a full field investigation and submitted 
its report to the Department. The report is ex- 
ceedingly complete in most cases,—it covers the life 
history of the employee, from his — days and 
in some cases high school days to the present. 
Everyone who remembers the employee, and many 
who don’t, has been contacted,—neighbors, teach- 
ers, friends, enemies, and associates. Everything 
they say is put down—whether it bears on loyalty 
or security. Most of the information is imparted 
to the FBI agent in confidence, and the greater 
part of the witnesses refuse to sign statements or 
to appear before a loyalty board. Many of the 
witnesses are anonymous to the Board, and are 
designated in the report simply by letters and 
numbers, with some suggestion either that their 
reliability is unknown, or that they have hitherto 
been found to be reliable. The good is reported 
as fully asthe bad. The report, of course, partic- 
ularly in the field of association with other persons, 
contains derogatory information regarding these 
other persons, with supporting testimony. The 
reports are completely objective,—they make no 
attempt to evaluate the information, derogatory 
or otherwise, and draw no conclusions on the evi- 
dence. 

These FBI reports are submitted to the Loyalty 
Security Board in triplicate and are at once passed 
to a panel of 3 out of the 9 members of the Board 
selected by the legal officer of the Board on the 
basis of availability. Each member of the panel 
reads the report by himself and makes up his own 
mind as to the action indicated. Then, a meeting 
of the panel is held, and, under the regulations of 
the Loyalty Review Board, the Board may come 
to any one of four conclusions: 


(a) it may conclude that in some respect the 
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FBI report is incomplete and refer the report back 
to the FBI for further investigation ; 

(b) it may direct a written interrogatory to the 
employee but may not question him otherwise; 

(c) it may make a finding clearly favorable to 
the employee; because of the full nature of the 
FBI reports this is possible in a large proportion 
of the cases; 

(d) it may propose removal action, which is 
done by a notice to the employee in writing stating 
the charges in factual detail. The employee, either 
in writing or orally, is informed of the names of 
all organizations with which he is accused of hav- 
ing been connected and of all persons with whom 
he is charged with associating. 


In case the panel decides to make charges of 
disloyalty or of security risk, the employee is 
entitled to reply in writing or to have an admin- 
istrative hearing, at which he may appear per- 
sonally, be represented by counsel of his own 
choosing, and present evidence. If a hearing is 
poet Ss no one is present besides the Board, its 
legal officer, the stenographer, the employee, his 
counsel, and the witness who is testifying. A com- 
plete transcript is made of the hearing and is 
added to the file in the case. The Board is required 
and makes every effort to conduct the hearing with 
fairness, impartiality, and cooperativeness. It is 
an administrative hearing, not a prosecution. 

After the hearing, the panel meets in executive 
session to decide the case. The regulations require 
that, in its determination, it shall state merely the 
action taken, which may be either: (a) to clear 
the employee, (b) that on all the evidence, reason- 
able grounds exist for belief that the person is 
disloyal, or (c) to recommend dismissal as a se- 
curity risk. If the decision is adverse, the em- 
ployee has an appeal to the Secretary of State or 
to a person designated by him. The Board has 
never been reversed on appeal. Every decision of 
the Board goes to Mr. Foariter. Deputy Under 
Secretary for Administration, for further action. 
The Administrative Office has never failed to ex- 
ecute an adverse decision of the Board. 


Civil Service Review 


Every loyalty determination by a panel of the 
Board goes from the Administrative Office to the 
Loyalty Review Board of the Civil Service Com- 
mission for post-audit. The Review Board per- 
mits itself any one of four actions: 


(a) It may affirm the determination of the 
Loyalty Security Board. 

(b) In case the Loyalty Security Board has 
decided the case without preferring charges, it 
may remand the case for charges and a hearing. 

Cc) In case the Loyalty Security Board has 
decided the case without interrogation, it may re- 
mand the case for an interrogatory. 

(d) It may hold a hearing itself and either af- 
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firm or reverse the decision of the Loyalty Security 
Board. 


Since 1947, as of March 1, 1950, the Loyalty Se- 
curity Board of the State Department has deter- 
mined 246 loyalty cases; 199 of the cases have been 
post-audited by the Loyalty Review Board. Out 
of the 199 cases post-audited, three cases have been 
remanded for an interrogatory, one case has been 
remanded for a hearing, and no cases have been 
reversed. The Board has held 30 loyalty hearings. 
Of the 246 loyalty cases, it has found two employ- 
ees to be security risks ; and five have resigned with 
charges pending. 

I have served continuously as chairman of the 





Board and have participated as a member of the 
panel in 85 percent of the cases. I have sat on 
most of the hearings. I have tried to give ever 
case my most careful and judicial consideration ; 
am sure that the other members of the Board have 
done likewise. If there are any Communists in 
the State Department, the Loyalty Security Board 
is uninformed of their existence. 

It would not be appropriate for me to discuss 
the individual cases mentioned by Senator Mc- 
Carthy in view of the fact that the President has 
committed the entire list to the Loyalty Review 
Board for a re-review. Any discussion by me or 
by my Board of individual cases would presume 
on this function of the Loyalty Review Board. 


The President Refuses To Disclose Confidential Loyalty Files 


[Released to the press by the White House April 3] 


The President today sent the following letter to Sena- 
tor Millard BE. Tydings, Chairman, Subcommittee on Loy- 
alty of State Department Employees, Committee on 
Foreign Relations: 


Dear SENATOR Typrnos: The Secretary of State, 
the Attorney General, and the Chairman of the 
Civil Service Commission have referred to me the 
matter of the subpoenas which have been served on 
them, directing them to appear on April 4, 1950, 
before the Subcommittee established by the Com- 
mittee on Foreign Relations of the Senate, pursu- 
ant to S. Res. 231, 81st Congress, and to produce 
various documents and papers relating to a number 
of persons whose names appear on a confidential 
list attached to each subpoena. 

In my letter to you of March 28, 1950, I stated 
the reasons why the confidential loyalty files of 
Government employees should not be produced. I 
should like at this time to restate those reasons 
briefly. 

The disclosure of these files would seriously 
prejudice the future effectiveness and usefulness of 
the Federal Bureau of Investigation as an investi- 
gative agency; the embarrassment, and even dan- 
ger, to those who have given confidential informa- 
tion cannot be overemphasized. Disclosure would 
not only deprive the Federal Bureau of Investi- 
gation and other investigative agencies of the Gov- 
ernment of the availability of those confidential 
informants in the future, but would also gravely 
impair their ability to gather confidential informa- 
tion from other sources as well. 

The employee loyalty program depends upon 
the investigative services of the Federal Bureau of 
Investigation. The disclosure of the files would, 
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therefore, result in serious harm to that program. 
Such disclosure, instead of helping to keep disloyal 
people out of the Government service, would im- 
pair the very effective means we now have for 
accomplishing that purpose. 

The investigative files of the Federal Bureau of 
Investigation do not contain proven information 
alone. They include any unverified charges and 
allegations, leads and suspicions. Disclosure of 
the files would, therefore, result in serious injustice 
to, and damage to the reputations of, many inno- 
cent persons. 

The reasons why disclosure of the files would be 
contrary to the public interest were more fully 
stated by the Director of the Federal Bureau of In- 
vestigation when he testified before your Subcom- 
mittee on March 27, 1950. The Attorney General 
at the same time not only fully stated the reasons 
of public policy which compel the maintenance of 
the confidential nature of the files, but also dis- 
cussed the Constitutional precedents which sup- 
port without any question my authority to take the 
position I have in this matter. 

The authority of the President in this regard 
has been recognized since the beginnings of our 
Government. Our first President and his Cabinet, 
in considering the first request made by a House of 
Congress for Executive papers, concluded that 
while the Congress might call for papers generally, 
the Executive ought to communicate only such pa- 
pers as the public good would permit, and ought 
to refuse those the disclosure of which would be 
contrary to the public interest. 

No President has ever complied with an order of 
the Legislative Branch directing the Executive 
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Branch to produce confidential documents, the 
disclosures of which was considered by the Presi- 
dent to be contrary to the public interest. The 
Presidents who have had to meet that issue are 
numerous, and they have uniformly rejected such 
encroachments on the Constitutional power of the 
President. George Washington, James Monroe, 
Andrew Jackson, and Grover Cleveland are only 
a few of the Presidents who have followed this 
course. In our own lifetime, William Howard 
Taft, in his book “The Chief Magistrate,” affirmed 
his faith in the Constitutional power of the Presi- 
dent on this issue. And also within this century, 
Attorneys General serving in the Cabinets of Pres- 
idents Theodore Roosevelt, Taft, Wilson, Coolidge 
and Franklin D. Roosevelt, have restated the re- 
sponsibility of the Executive Branch to maintain 
the integrity of confidential information when its 
disclosure would be contrary to the public interest. 
I would be derelict in my duty if I failed to do so. 

I have felt obliged, therefore, to direct the Sec- 
retary of State, the Attorney General and the 
Chairman of the Civil Service Commission not to 
comply with your subpoenas. 

As I have already informed you, I wish to —_ 
erate with your Scbornanitien in every reasonable 
way, and for that reason I have asked the biparti- 
san Loyalty Review Board to make an independ- 
ent review of the loyalty cases before your 
Subcommittee. 

Sincerely yours, 


Harry 8S. TrRuMAN 


Ambassador Jessup Answers 
McCarthy’s Charge on Field’s 


Donations to Learned Society 


Statement by Philip C. Jessup * 
[Released to the press April 3] 


I believe a comment is appropriate on Senator 
McCarthy’s latest insinuations that the American 
Council of the Institute of Pacific Relations, in ac- 
cepting donations from Frederick Vanderbilt 
Field, had shown that it was being paid to peddle 
the Communist Party line. 

But first, it is again necessary to correct a mis- 
statement of fact by Senator McCarthy. Senator 
McCarthy said that the American Council of the 
Institute of Pacific Relations “was largely con- 
trolled by Mr. Jessup.” Actually, during the years 
in which these donations were made, 1942 and 1943, 
I had ceased to be chairman of the American 


Council of the Institute of Pacific Relations. I 


1Made in response to a telegram dated Apr. 1, 1950, 
from Senator Joseph McCarthy to Secretary Acheson. 
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was still a member of the Board of Trustees which 
had about 50 members. 

At that time, Dr. Robert Gordon Sproul, presi- 
dent of the University of California, was chair- 
man of the American Council of the Institute of 
Pacific Relations; Francis Harmon was treasurer ; 
and William R. Herod, now president of the Inter- 
national General Electric Company, was chairman 
of the Finance Committee. During that period, 
Juan Trippe, president of Pan American Airways, 
and Henry Luce of Zime and Life were sponsors 
of a drive for funds on behalf of the American 
Council of the Institute of Pacific Relations. 
Surely these gentlemen would never have accepted 
payments from Mr. Field or anyone else for “sell- 
ing the Communist Party Line.” Neither would 
1 if I had been in control. 

These contributions, according to Senator Mc- 
Carthy’s own figures, total only $3,500 as com- 
pared with total expenses for the 2-year period of 
approximately $200,000. About half of the 
amount was met by contributions from the Rocke- 
feller Foundation and Carnegie Corporation. 
Generous donations by large industrial concerns 
made up a large portion of the remainder. 


Ambassador Steinhardt Killed 
in Plane Crash in Canada 


Statement by Secretary Acheson 
[Released to the press March 28] 


I was deeply shocked and saddened to hear of 
the death this morning of the Honorable Laurence 
A. Steinhardt, the United States Ambassador to 
Canada, in a plane crash near Ottawa. 

Mr. Steinhardt served with distinction at a 
number of important diplomatic posts since 1933, 
and, at the time of his death, was ably representing 
the United States in Canada. His devotion to 
duty and his keen intelligence enabled him to make 
a most valuable contribution to the conduct of our 
foreign relations in the critical years during which 
he served his country. In his last assignment, he 
worked conscientiously for the maintenance and 
strengthening of the bonds of friendship between 
the United States and Canada. 

Throughout our association, I had a profound 
admiration for his sincerity and his integrity. I 
know that my sorrow in his untimely death is 
shared by his many friends both in this country 
and abroad who recognized and appreciated his 
ability. 


*For texts of condolences from L. S. St. Laurent, 
Canadian Prime Minister, to the President and from 
H. H. Wrong, Canadian Ambassador to the United States, 
to Secretary Acheson, see Department of State.press re- 
leases 291 and 292, Mar. 28, 1950, respectively. 
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